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BARBER Conversion BURNERS 


Since 1918, Barber Automatic Gas Conversion Burners have been out- 
standing. Barber features perfected design, free from experimental gadg- 
ets and frills, which means trouble-free operation, less servicing, more 
satisfied customers. Famous Barber air-activated Jets give complete 
combustion, with intense flame applied directly to combustion chamber. 
That's why Barber most closely approximates the efficiency of a modern 
gas-fired furnace itself. 


These dependable units are made in a wide variety of shapes and 
sizes to fit properly the requirements of all types of round or oblong 
furnaces and boilers. Any gas company which recommends Barber Burners 
knows from experience that it endorses a time-tested and exceptionally 
reliable product. 


Listed in A.G.A. Directory of Approved 
Appliances. Ask for catalog and prices 
on conversion burners, appliance burners, , 


and pressure regulators. 





THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 





BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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| MULTI-MATIC | the simplified 


accounting board, combines posting 





and billing into one writing, one 
proof, and one audit. You get auto- 
matic alignment of each record to 
proper column and line. No copying 
from one form to another. Hence, 
no transcription errors. 


It’s easy to see how you'll save 








money with a system which gives <a 
you not only greater speed—but 4 
greater accuracy as well! Sins For THE s as 
° a" ° P J 
Multi-Matic is easily adapted to UL Tine “IFiey ‘i Tuy . 
“as Ti uy 
the needs of any smaller utility, Ne. . 

’ - Wri, 4 THe 
whether you use the ledger plan, TEM 
register plan, or stub plan; postcard 
or paper bill. For full details, send 
the coupon today or phone the near- = 
est Remington Rand office. , , Be A / 
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1 REMINGTON RAND INC. 
. Management Controls Reference Library, Room 1571 i 
315 Fourth Avenue, New York 10, N. Y. 
Yes, I'd like a FREE copy of your new booklet LL 199. 
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I Address 
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i City Zone State 4 
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genes this year, a series of articles ap- 
peared in our contemporary, Amer- 
ican Forests, the magazine of the Amer- 
ican Forestry Association, in which the 
problem of sedimentation at our big pub- 
lic dam reservoirs was approached from 
the engineering point of view. The gen- 
eral conclusion of these articles was to 
the effect that unless piecemeal planning 
in watershed conservation is stopped, 
some of these gigantic structures, built 
at prodigious cost to American taxpay- 
ers, will stand one day as useless mono- 
liths, symbolizing an incredible faith in 
an engineering approach that failed to 
solve our watershed problems. 


THE answer to this problem of sedi- 
mentation is to stop putting the cart be- 
fore the horse in watershed conservation. 
The application of sound practices on the 
watersheds with practical engineering 
methods can still do a lot to avert the 
possibility that the American taxpayers 
may be financing projects which could 
one day become as useless as the Pyramid 
of Cheops. 


[’ probably would not be unfair to say 
that a good many men now in Con- 
gress who have voted on public dam 
projects to the tune of millions and mil- 
lions of taxpayers’ dollars have not had 
the sedimentation problem brought to 
their attention in such a way as to make 
them give it serious thought. One Con- 
gressman of our acquaintance, in casual 
conversation, confessed that he thought 
silting and desilting of river dam reser- 
voirs was a routine maintenance opera- 
tion—something comparable with scrub- 
bing the rings around the family bathtub. 


PREVENTIVE measures to slow down 
the rate of sedimentation have not been 
aired to any great extent in congres- 
sional debate. And yet we do know that 
much can be done to correct sedimenta- 
tion. More important, scientific engi- 
neers have shown that a good deal cannot 
be done, in a practical way. Here, then, 
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Underwoud & l nderwoud 


HAWLEY S. SIMPSON 


is the obvious target for intensive re- 
search and appraisal. 


One of the surprising things which 
some of our later-day conservationists 
may learn, from such studies, is that 
sedimentation is in many ways not only 
inevitable but positively a constructive 
force—nature’s way of building and re- 
building the valleys through which our 
rivers flow. Nor is there any short and 
easy answer, no ready-made villain, no 
clean-cut reform. 


To consider some types of conserva- 
tion propaganda, one would think that 
sedimentation and land erosion are some- 
thing which only began to happen in this 
country during recent decades. The dust 
bowl disaster of the mid-thirties has 
been laid to careless farming, overgraz- 
ing, reckless timbering, and other hu- 
man frailties and capitalistic greed. But 
real students of the problem know that 
the wind-borne soil and sedimentation 
are as old as the bare rocks of the 
Dakota badlands. 


IN this issue, we present a calm engi- 
neering appraisal of this over-all problem 





December 7, 1950 





Public Utilities Fortnightly 





y 
) 


r) 


( 
) 


( 
¢ 


on 


ee 
yg gg gg gg Tg rg gr 5 


a 


——= 


eee 
a 


C_=- 


= a 
ae 
| 


/ we. 
Z 


¥ 


@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 
modern plant of today. 
Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 








up-to-date approach to the 
financial community—a com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $118,000,000 


WituraM N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 
Total Resources over $1,200,000,000 


Ricuarp H, West, President 


Public Utilities Department 


Tom P, Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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8 PAGES WITH THE EDITORS (Continued) 


in the form of an article by E-mer K. 
NELSON, civil engineer, consultant to the 
United States Senate Committee on In- 
terior and Insular Affairs—a post he has 
held since 1946. Educated at the Univer- 
sities of Nebraska and Wyoming (BS in 
engineering ), /R. NELSON has had prac- 
tical experience in hydrology problems 
relating to municipal and irrigation uses 
in the Rocky mountain region. He was 
for many years consultant to the state of 
Wyoming on interstate streams in con- 
nection with state compacts and water- 
shed litigation. He is a member of the 
American Society of Civil Engineers. 


. 2 & @ 


|p pers the past three or four years 
over a dozen states have placed 
upon their statute books so-called public 
utility antistrike laws. Many of these 
feature compulsory arbitration provisions 
in varying degree. How are they likely 
to work out? 


In this issue, beginning page 804, 
Haw tey S. Simpson, noted transit en- 
gineer, gives us the advantage of his re- 
search into the experience of the transit 
industry with arbitration. The conclusion 
he reaches is hardly an endorsement for 
arbitration as a standard procedure for 
disposing of wage disputes. More im- 
portant, from the standpoint of Mr. 
Simpson’s analysis, is the impact of 
utility wage arbitration on the rate-mak- 
ing functions. All signs point to the con- 
clusion that public utility industries in 
the United States are on the threshold 
of an era in labor relations in which 
boards of arbitration will be more fre- 
quently called upon to make decisions of 
far-reaching magnitude. Whether ex- 
pediency will ultimately dictate these 
decisions, or whether they will be 
reached in a quasi judicial manner, de- 
pends, to a very considerable extent, 
upon the industry’s attitude. 


Mr. Stmpson, author of this article 
on wage arbitration in the transit indus- 
try, is a graduate of the University of 
Michigan (BSCE), who has been a re- 
search engineer for the American Transit 
Association since 1929. He has written 
for numerous periodicals and has given 
much of his attention to the engineering 
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A. BRYAN MARVIN 


and human relations problems of mass 
transportation. He is currently a mem- 
ber of the nationally known Philadelphia 
firm of engineers, Simpson & Curtin. 


se ££ -é 


pe must use the surface or un- 
dersurface of city streets for their 
distribution network. The companies, 
however, are not guaranteed that a cer- 
tain area, above or below the paving, is 
their permanent domain. New construc- 
tion frequently requires extensive and 
expensive changes. In his article, en- 
titled “Nothing Can Stop Utility Serv- 
ice,” beginning on page 811, A. BRYAN 
Marvin, of the Consolidated Edison 
Company of New York, Inc., uses the 
recent construction of the new United 
Nations’ headquarters and the Brooklyn 
Battery tunnel as case material to dem- 
onstrate ticklish tasks confronting the 
utility, in relocating distribution facilities 
without interrupting service. 


EpucaTep at St. Mark’s and Yale, 
Mr. Marvin found his way into the util- 
ity industry after a 2-year stint as a 
newspaper reporter for the Stamford 
(Connecticut) Advocate. 


THE next number of this magazine 
will be out December 21st. 


A, Ghitiene 
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Rolling out work in '/2 the time 


T seems to be an ingrained American char- 
acteristic to constantly seek a better, more 
efficient way of turning out routine work. 


Here, for example, is one of the first address- 
ing machines. It was invented in 1858 by an 
office boy who got mighty tired of writing 
labels by hand. 


Another case in point is this modern machine 
which has been especially devised for public 
utilities’ use. Up until a few years ago, the 
job of grouping consumers’ bills for usage 
data was very tedious. The routine consumed 
hours of a clerical staff’s time, and it was 
costly to management. 











Now, however, the Bill Frequency Analyzer, 
shown below, can do the work in 4 the time. 
It can analyze as many as 200,000 bills in one 
day. The final cost to the utility, too, is halved. 


Wouldn’t you like to know more about this 
Recording and Statistical Corporation service 
which can help give you an accurate picture 
of your consumers’ usage situation in a few 
days’ time? 


Send for FREE booklet 


“The One Step Method of Bill Analysis” tells 
more about this accurate and economical 
method of compiling consumers’ usage data. 
Write today. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 





This puye is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Coming IN THE NEXT ISSUE 


* 


Public Relations Begin with the Housewife 


A United States Senator, who has a rich background of personal as well as 
legislative experience with gas industry affairs, gives some sage advice on 
the need for cultivating the good will and understanding of the American 
housewife. It is based on the homely philosophy that when an American 
woman is educated, a family is educated. Senator Robert S. Kerr, Democrat 
of Oklahoma, author of the famous Kerr Bill which passed the 81st Con- 
gress but was blocked by presidential veto, has been looking on the human 
side of gas industry public relations. 


Employee Cooperation versus the Rule Book 


A review of practical steps taken by one utility company in the Southwest 
to cement relations with its employees and their chosen bargaining union. 
John T. Kimball, vice president of Central Arizona Light & Power Company, 
sketches the details of how a cordial and practical plan for codperation has 


been worked out. 


How Will We Keep the REA Co-ops Down on the Farm? 


The problems presented by REA's so-called ''super co-op" program are likely 
to come in for a fair share of attention in the 82nd Congress. Representa- 
tive Boyd Tackett, Arkansas Democrat, and long-time friend of REA, has 
written a thoughtful analysis of REA’s practice of making large loans to 
nonoperating codperatives for generating and transmission lines to be 
turned over to other Federal agencies on a lease basis. Do such loans repre- 
sent a departure from the original intent of Congress? Or do they promote 
rural electrification at this phase of its development? 


He Watched the Clouds Roll by 


Less than a half-century ago a familiar figure sitting on the roof of electric 
power stations in New York city and elsewhere was the ''weather watcher." 
John P. Callahan, utility news writer of The New York Times, gives us an 
interesting historical vignette describing the colorful figure who once played 
an important part in day-to-day electric utility operations. 


* 


Also . « e Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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SUPE RHEATER 
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- 
4°00 REHEAT STEAM =; 
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Supporting 6530 Ibs. of piping 
through 752” of vertical travel 
Temperature, 1050 F.: pressure, 1500 p.s.i. 


Bored and turned chrome molybdenum alloy steel pipe, 


14” O.D. and 2” wall thickness 


Maximum travel: 7%” vertically, 5/2” horizor tally 


Maximum hanger load: 16,000 Ibs. (2” vertical travel). 


x x 
OO EXHAUST TO REHEATER 


x 
“0.0 MAIN STEAM 
x 
O REHEAT STEAM 
x 


x 
12%" OD EXHAUST TO REHEATER 
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(CONSTANT SUPPORT 
INDICATED BY 


HANGERS 
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ELE VAT ON OF MAIN STEAM LINE 


ONLY a Grinnell Constant-Support Hanger 
solves this problem easily, practically 


Provides constant support to piping subject to ver- 
tical movement — in all hot and cold positions. 
Maintains full safety factor in supporting high 
temperature, high pressure piping. Non-resonant 
and energy absorbing. Mass-produced from stand- 
ard precision parts. Individually calibrated for 
each installation. Load-adjustment features incor- 


porated into design. Models to meet entire range 


of load-travel specifications. Minimum headroom 
required. 

Believing that a good piping job is too important 
to be jeopardized by improvised or inadequate pipe 
hangers, Grinnell has developed a complete line of 
stock hangers and supports for every piping need 
from a simple water pipe to a high pressure, high 
temperature steam line. Write for Catalog 10-D. 


GRINNELL 


Grinnell Company, Inc., Providence, R. 1. Branches: Atlanta * Billings ¢ Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston * Long Beoch 
los Angeles * Milwaukee * Minneapolis * New York * Ookland * Philadelphia * Pocatello * Sacramento * St. Louis * St. Paul * Son Francisco * Seattle * Spokane 
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CBukelle CEnuks 


“There never was in the world two opinions alike.” 
—MOoNTAIGNE 


Matcotm F. McNaIr 
Professor of retailing, Harvard 
Graduate School of Business 
Administration. 


Les.ie R. Groves 
Vice president, Remington 
Rand, Inc. 


WINSTON CHURCHILL 
Ex-Prime Minister, 
Great Britain. 


Excerpt from advertisement, 
Institute of Life Insurance 


IF’. RAYMOND PETERSON 
President, American Bankers 


Association 


Henry H. HEIMANN 
Executive manager, National 
Association of Credit Men. 
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“It begins to look as if success in business is getting 
to be illegal and government really emerges today as one 
of the chief enemies of competition. Specifically, the ques- 
tion now is looming up as to whether bigness is in itself 
illegal.” 


¥ 


“I do not like to think of the future of our country 
being at the mercy of the mental capacity and integrity 
of any of the so-called bright, young intellectuals who 
have become so powerful in Washington in the last two 
decades.” 


“(Socialism is] the weakest of all bulwarks against 
Communism. They [the Socialists] lead people up the 
garden path to the brink of the precipice and then turn 
round and say, as they tumble over, ‘We are very sorry; 


,” 


we never meant to go so far. 


“To protect the value of the dollar, we must make sure 
that our government isn’t called upon to tax, borrow, or 
spend a single cent for things that are unnecessary at 
this time. And certainly unnecessary spending by any- 
body, including government, has absolutely no excuse in 
times like these.” 


o 


“Inherent in our role as providers of real estate credit 
is a responsibility on our part to assume risk and to hold 
it until it has been liquidated. That is the real economic 
reason for our existence as lenders . if government 
assumes the risk, its reward is the growth of its power. 
That is the essence of statism. It is also the death knell of 
the enterprise system and of the institutions which are 
part of that system.” 


ad 


“The proposal that an excess profits tax is necessary 
to recapture high earnings from producers of war ma- 
terials seems to overlook the possibility of eliminating 
the profits of many companies not engaged in the pre- 
paredness effort. The idea that an excess profits tax will 
check inflation is open to debate, as such a tax brings 
on extravagance and high overhead burdens which will 
extend over into peacetime production.” 


12 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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14 REMARKABLE REMARKS—( Continued) 


PAuL MAzuR 
Partner, Lehman Brothers. 


ArcH N, Boorn 
Executive vice president, 
Chamber of Commerce of 

the United States. 


Excerpt from monthly letter 


published by National City Bank 


SUMNER SLICHTER 
Economist. 


MERRYLE S, RUKEYSER 
Columnist. 


Georce E. SoKOLsKy 
Columnist. 


Dona.p R. RICHBERG 
Lawyer. 
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“Tt will take more than guns and ammunition to stop 
the rising tide of Communism. Economic preparedness 
must go hand in hand with military preparedness.” 


> 


“Intelligent business participation in public affairs will 
broaden our government's representative and responsible 
character. If we as citizens fail to do our duty in na- 
tional affairs we can be sure that power-hungry politicians 


will run the show.’ 


* 


“One hears much these days about closing ‘tax loop- 
holes’ but not enough about closing ‘expenditure loop- 
holes’—especially where such spending has pronounced 
inflationary effects, as in the case of public works, sub- 
sidies to promote building, and high support prices for 
farm products.” 


Aa 


“Collective bargaining has recently been showing itself 
to be a device by which powerful and aggressive groups 
of employees protect themselves from sharing in the drop 
in the standard of living that the increased production 
for defense and foreign aid will soon impose on the 
country as a whole.” 


° 


“In order to be strong henceforth, it is desirable to 
begin to think straight. The orgies of governmental hand- 
outs not only deteriorated governmental strength, but 
also tended to impair the fiber of young people. Survival 
in a hard-boiled world inheres in a rebirth of faith in 
American principles of self-reliance and individual merit.” 


o 


“A government, like an individual, often overextends 
and then discovers bankruptcy; there is no RFC to bail 
out the bankrupt government on the plea that it will make 
work, If the people object to more and higher taxes, they 
must oppose the welfare state. If they like the welfare 
state, they must agree to more and higher taxes every 
year until they work largely to pay taxes. It is as easy 
as that.” 


> 


“It is the patter of every politician and the chatter of 
every social and business gathering that we, as a people, 
are so devoted to our liberties that we fear nothing from 
Communism but forceful aggression. And yet, in our 
demand for security and peace, we have adopted the 
fundamental dogma of Communism, which is that security 
and peace are to be obtained by control of government and 
by the use of government force to impose a politically 
ordained morality upon a submissive people.” 
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tional TD-14A crawler tractor quickly packs 


Digging from the stockpile, this Interna- 
' the scraper with a 3-ton load and makes an 


power house. 


VITAL LINK 
in the chain of power 


An important Michigan power company* 
depends on an International TD-14A 
crawler tractor and matched ‘dozer and 
scraper to keep coal flowing in a steady 
stream from stockpile to power house. 
Three tons a trip is the normal load over 
a 500-foot haul and round trip time is 







CRAWLER TRACTORS 
WHEEL TRACTORS 
DIESEL ENGINES 

POWER UNITS 





average of 16 trips an hour from pile to Z af 













about three minutes. The TD-14A also 
builds and maintains the stockpile. 
Here is a vital link in the chain that 


converts coal into electric energy. It must 
be extremely dependable and highly eff- 


cient. That’s why more and more public 





utilities are using International Crawlers 
for coal handling power. See your Inter- 
national Industrial Power Distributor for 
tractors and equipment. 


INTERNATIONAL HARVESTER COMPANY 
Chicago 1, Illinois 


*Name on request 


7 an os ao ~— 
* te 


Delivering to conveyor, the tractor dumps 
the coal-laden scraper on the conveyor 
grating next to the power house. A fast, 
smooth delivery and the tractor returns 
for another scoop-load. 


INTERNATIONAL 


INDUSTRIAL POWER 
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or at some contemplated special meeting—pro- 
posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 


Can You Be Confident? 


F in conjunction with your next annual meeting— 





National or Sectional Coverage 





® o 


DUDLEY F. KING 


Associates: 


70 PINE STREET, NEW YORK 5, NEW YORK 


JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 
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This announcement appears as a matter of record only and is under no circumstances to be construed as an 
offering of these securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, 
any of such securities. The offering is made only by the Prospectus. 


NEW ISSUE 


45,000 Shares 


Kansas Gas and Electric Company 
4.28% Preferred Stock 


Cumulative, $100 Par Value 





Price $102.25 per Share 


Plus accumulated dividends from October 1, 195) 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, includ- 
ing the undersigned, as may legally offer these securities in such State. 


Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane 


Noveméder 22, 1950. 














TRANSIENT PERFORMANCE of 
ELECTRIC POWER SYSTEMS 


Phenomena In Lumped Networks 














By REINHOLD RUDENBERG 
Gordon McKay, Professor of Electrical Engineering, Harvard University 
, 832 pages, 6x9, scores of formulas, and illustrations, $12.00 


This is an enlarged edition of a classic in the field. Designed 
as a survey of the entire field of transients in lumped power 
circuits, it discusses their physics rather than their mathematics. 
Material on electric machinery, apparatus and instruments, 
transmission and distribution and transients proper, is arranged 
so that it progresses from the more simple to the more difficult 
applications. Many numerical examples, taken from actual 
practice, are included, with numerous oscillograms and measure- 
ments further bridging the gap between the theory and the 
practice of the transients. 

The book covers simple electric circuits, magnetically linked 
circuits, inertia effects of rotating masses, the influence of the 
earth and the performance of circuits on non-linear character- 
istics. It details variable resistance, interruption by electric arcs, 
magnetic saturation in circuits at rest, and saturated rotating 
machinery. 





Pusiic UtTitities ForTNIGHTLY 


309 MUNSEY BLDG., WASHINGTON 4, D. C. 





















7, 1950 December 7, 1950 Public Utilities Fortnightly 21 


























how to plan 
| 
rate structures that attract 
new capital 
| THE PROBLEM: 
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To provide adequate earnings in the face of 7, 
@ increased operating expenses i ‘ 
n ‘ 
“ | @ growing plant investments with higher new ; 
— money costs 
— @ expanding and changing loads 
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LET EBASCO HELP YOU 
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Analysts 
Journal 


for ev0ery well-informed 
Public Utility Executive 











Published quarterly, this profes- 
sional journal concerns itself 
with the important financial 
problems confronting our major 
industries. Your organization 
should have it available 
for ready reference 


Subscription Price — $4 per Year 


Published by 
The NEW YORK SOCIETY OF SECURITY ANALYSTS, Inc. 
74 Broad Street, New York 4, N. Y. 
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After 24 years’ service, another Exide, the new... 


EXIDE-MANCHEX BATTERY 


In 1925, a utility in southeastern Wisconsin installed 
a 60-cell EMG-7 Exide Battery. Before being replaced 
in 1949 by the new Exide-Manchex, it had given 
nearly a quarter-century of continuous service. 


The new Exide-Manchex Battery operates a number 
of 34.5 KV oil circuit breakers and provides emer- 
gency lighting in the attended substation. Indicating 
lamps are on each circuit. 


For positive operation of switchgear, plus an adequate 
and uninterrupted supply of current for all your 
stationary battery requirements, use Exide-Manchex 
Batteries. They assure you dependable performance, 
long battery life and low-cost maintenance. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 





New installation of 60-cell 
DME-13 —_ Exide- Manchex 
Battery which replaced 
older Exide batteries, 
which served a substation 
in southeastern Wisconsin 
for 24 years. 


You get all these in 
EXIDE-MANCHEX BATTERIES 


The exclusive, long-life 
manchester positive plate. 

Slotted plastic separators, 
impervious to chemical 
and electrical reaction. 

Plastic spacers for plate 
alignment. 

Latest development in molded 
glass jars. 

Heavy terminal posts with 
copper inserts for extra 
conductivity. 


**Exide” and “‘Manchex” 
Reg. Trade-marks U.S. Pat. Of. 


1888...DEPENDABLE BATTERIES FOR 62 YEARS...1950 
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amie pacemaker in 
power generating equipment 


This photo shows Elliott teamwork 
at its best — three units vital to eco- 
nomical power generation, grouped in 
a single utility plant. In the same plant, 
although not shown in the photo, are 
also an Elliott surface boca? i and 
an Elliott evaporator pre-heater. 


Wherever quality performance is 
valued you are likely to find the Elliott 
nameplate on a wide variety of major 
power plant equipment. 


fc 





ELLIOTT COMPANY 


Deaerator and Heater Dept. 
JEANNETTE, PA. 

Plants at: a, PA. * RIDGWAY, PA. 
AMPERE,N.J.* SPRINGFIELD, O. 
NE * ARK, N. J. 

DISTRICT OFFICES I* PRINCIPAL CITIES 
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Oklahoma Telephone Association ends annual convention, Oklahoma City, Okla., 1950. 





© Television Broadcasters Association begins meeting, New York, N. Y., 1950. 





€ Academy of Radio Artists (Canada) ends meeting, Toronto, Ontario, Canada, rs 
1950. 





© American Gas Association will hold Home Service Workshop, Washington, D. C., 
Jan. 3—5, 1951. 





ipe ine Contractors Association will hold annual convention, ouston, Tex., Jan. 
© Pipe I Contract { at l i l vent H t 7 J 


9, 10, 1951. 








{merican Hater Works Association, New York Section, will hold luncheon meeting, 
New York, N. Y., Jan. 16, 1951. 








© Edison Electric Institute, Industrial Relations Committee, begins meeting, New York, 
N. Y., 1950. 





i3| W) 
14| T* 


Building Industry Employers of New York State begin mecting, New York, N. Y., 
1950. 








{ New England Gas Association, Operating Division, will hold meeting, Boston, Mass., 
Jan. 17, 1951. 





§ American Transit Association, Region VI, will hold management, small op- 
erations, and maintenance meetings, Fort Worth, Tex., Jan. 17-19, 1951. 





© Edison Electric Institute, Industrial Relations Committee, will hold mecting, Detroit, 
Mich., Jan. 18, 1951. 





{ American Institute of Electrical Engineers will hold annual meeting, Philadelphia, 
Pa., Jan. 22—26, 1951. 








American So tety of Heating and Ventilating Engineers will hold annual meeting and 
exposition, Philadelphia, Pa., Jan. 22—26, 1951. 





© Southern Gas Association, Employee Relations Section, will hold round-table meeting, 
Mobile, Ala., Jan. 26, 1951. 
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Sedimentation at Hydro 


Reservoirs 


Hydroelectric dams and other dam structures are of such a 
lasting nature that they may even defy depreciation estimates. 
But the usefulness of such structures may be permanently im- 
paired over the long range due to the silting up of reservoirs 
behind such dams. How rapidly are these dams becoming 
silted? Will their usefulness eventually approach comparison 
with the pyramids? This article, by the staff engineer of the 
Senate Interior and Insular Affairs Committee, discusses the 
over-all problem of sedimentation from the standpoint of reser- 
voir construction and erosion control. 


By ELMER K. NELSON* 


N recent years there has been con- 
siderable discussion about the 
problem of silt accumulating in 

the reservoirs behind our major dams. 
Questions have been raised as to how 
long these structures will continue to 
function before their usefulness may 
be impaired by silt deposits. In the 


*For personal note, see “Pages with the 
Editors.” 
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case of hydroelectric dams the power 
production capacity of the installation 
is a matter of obvious concern along 
this line. How would the demand for 
power, which has been stimulated by 
the initial large-capacity output of the 
plant, be accommodated in the event 
the hydro potential eventually de- 
teriorated? Would steam plants be 
required for replacement? How prac- 
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tical is the process of “desilting”? Of- 
ficials of the Department of the In- 
terior, its various bureaus, Army En- 
gineer spokesmen, have tried to allay 
such fears. They also have been in- 
vestigating the actual degree of silting 
or “sedimentation” at certain of the 
major dams. Soil Conservation Serv- 
ice and Forestry Service agents of the 
Department of Agriculture, and mem- 
bers of the Federal Power Commis- 
sion’s river basin survey group, have 
looked into this rather basic problem, 
posed by nature, affecting the useful 
life of these expensive structures. 

One notable example of such in- 
vestigations has been that conducted 
in Lake Mead. The U. S. Navy and 
the U. S. Geological Survey have been 
looking into the murky waters im- 
pounded by Hoover dam. The Secre- 
tary of Interior, as a result of this 
survey, has been able to announce that 
the dam has a life expectancy of an- 
other 275 years. Everyone knows, 
Secretary Chapman pointed out, that 
any dam will eventually fill up with 
silt and debris deposited by the slow- 
ing down of the waters. The answer 
to how soon this would happen deter- 
mines the “economic feasibility” of 
any such project. 


Re long-life expectation, Arrow- 
rock reservoir, on the Boise river, 
stands first in the geographical group. 
In its thirty-two years of operation, 
silt has taken only 2.76 per cent of its 
capacity. The slow rate, which indi- 
cates that it will serve more than 1,100 
years before filling, is explained by the 
low erosion rate on the heavily wood- 
ed slopes through which the river 
drains. Poorest of the silting prospects 
is that of Guernsey reservoir, which 
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catches the North Platte river in 
Wyoming. In twenty years it has lost 
one-third of its capacity. 

The Department of Interior esti- 
mates that even such a high sedimenta- 
tion rate will leave it a useful life be- 
yond its estimated pay-out time of 
forty years. But for corrective pur- 
poses the department apparently an- 
ticipated construction of another reser- 
voir upstream, to reduce the rate to 
less than one per cent a year. 

Before considering the pertinent 
factors concerning the actual siltation 
picture in the United States, some 
basic definitions may assist the reader 
to grasp the over-all impact of the 
siltation problem. 

First of all, what is silt or sedi- 
mentation? Sedimentation, for the 
purpose of this discussion, is the dis- 
posal of the products of erosion from 
the land surfaces of the earth. Ex- 
posed rocks of all kinds are continual- 
ly subjected to the influences of tem- 
perature, wind, and water, which is to 
say they are affected by the weather. 
The principal interest in the disin- 
tegration of rocks, and in the erosion 
of land areas, is in the movement of 
the loosened particles, particularly by 
wind and water. 


 y the United States relatively little 
sediment is believed to be moved by 
winds. In the more arid portions of 
the West, “aeolian” (wind-borne) 
sedimentation is, however, taking 
place. In the past, vast areas on the 
earth were blanketed by “loess,” a 
kind of soil, which is chiefly composed 
of “aeolian” deposits. But as of the 
present time, from year to year, the 
average annual wind-blown deposits 
are not noticeably large. If they were 
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r in multiplied by, say, 10,000,000 years distinguished, therefore, from clay or 
s lost the results become important. Mostof other well-bound soils which resist 
the destructive erosion in the Yellow surface runoff much better.) It has 
esti- river basin in China, for example, oc- been estimated that the earth loads 
enta- curs upon aeolian deposits, which, by moved from west to east, in this 
e be- their nature, are poorly cemented and Chinese river basin, probably exceed 
ie of are readily dissolved by rain or flood 1,000,000 acre-feet annually. This 
pur- waters. (This kind of soil is to be large amount of soil shift is by wind 
y an- 
reser- 74 
ite to SEDIMENTATION IN NORTH AMERICA 
(Maxima of Marine Deposits) 
inent Columns two, three, and four, are concerned with actual mud, sand, and minute skeletal 
ation remains of marine animals which have been deposited and solidified over the years. 
Geosynclines 
some Totals Sand-  Lime- And 
eader Periods Feet Shale stone stone Regions 
f the Cambrian 
DE dna senbens 10,200 2,350 6,100 1,750 Inyo Co., California 
OO 6,200 850 400 4,950  Cordilleran, Alberta 
sedi- PRET .ccvecseces 11,725 6,825 4,900 Cordilleran, Alberta 
. 0 eee 5,700 5,700 Appalachian, Ala. 
r the Ordovician 
> dis- eer 4,800 300 4,500 Appalachian, Pa. 
i ea 12,200 7,100 4,100 1,000 Appalachian, Newfoundland 
from UGE ccccccvcces 6,050 2,140 3,910 Appalachian, Pa. 
Ex- PI i baailiaeeeuian 6,385 2.286 2,104 1,995 Ft. Daniel, Quebec 
‘ Devonian ..........+. 12.745 8015 4,135 595 Appalachian, Pa. 
nual- Mississippian ....... 5,800 200 5,600  Cordilleran, Utah 
tem- Pennsvlvanian 
: a, 2,200 1,500 600 100 Appalachian, Ala. 
iis to All Pennsylvanian .. 18.000 500 8,500 9.000 Cordilleran, Utah 
ther. PUN. scncessxcus 9,000 1,200 7,200 Glass Mts., Texas 
disin- (a) Total Paleozoic ..... 111,005 33,666 30,049 47,290 
osion — " ‘ —— 
f Triassic ........+44. 7,700 2.750 450 4,500 Pacific, California 
nt O [OS eee 14.700 9.425 4,715 560 Pacific, Cook Inlet. Alaska 
ly by Lower Cretaceous . 26.900 15.6400 10.400 Pacific, Northern California 
Upper Cretaceous .. 38,200 20,700 17,500 Cordilleran, Wyoming 
(a) Total Mesozoic ..... 86,600 48,475 33,065 5,060 
little is alseice 14.000 8400 5,600 Pacific, California 
ed by Oligocene .......... 15.99 6.000 9.000 Pacific, California 
ns of Oe ere 20.800 12480 8.320 Pacific, South. California 
oe 10900 6,000 4,000 Pacific, South. California 
orne) Pleistocene ......... 1,600 640 960 Pacific, South. California 
—— (a) Total Cenozoic ..... 61.400 33,520 27.880 
n e 
Ss,’ a Final Grand Totals ..... 259,005 115,661 90,994 About 50 miles of deposits. 
posed mean 
»f the (a) Paleozoic: An era characterized by the culmination of nearly all classes of invertebrates 
except insects. In its latter epochs land plants, amphibians, and reptiles first appeared. 
r, the Mesozoic: The era was the age of dinosaurs, of marine and flying reptiles, of ganoid fishes, 
posits and of cvcads and evergreen trees. 
were Cenozoic: An era marked by a rapid evolution of the mammals and birds, of grasses, shrubs, 


and higher flowering plants, and by but little change in the invertebrates. 
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and water.’ Geologists think that 
such shifts of masses are chiefly re- 
sponsible for the earthquakes occur- 
ing in that section of the world. 

The concern of planners of public 
works, particularly for multipurpose 
projects in the West, is the effect of 
stream-borne sediments upon the eco- 
nomic feasibility of the works. Engi- 
neers, both publicly and privately em- 
ployed, have recognized the many 
technical problems inherent in studies 
of the origin and disposal, of the 
chemical and physical natures, and of 
the behavior of sediments transported, 
and soluble minerals contained in sur- 
face waters. Fortunately, there is now 
general support of continued compre- 
hensive studies in this complex field. 


§ be most common question is, 
when will a given reservoir be 
filled with silt? The engineer seldom 
has been able to answer this apparent- 
ly simple question with a direct 
answer, for the good reason that the 
answer is not simple. It is, in fact, so 
complicated that predictions on it are 
but “educated” guesses. Final answers 
can come only when some storage 
units actually fill and the sediment is 
permitted to consolidate. Stream- 
borne sediments are composed of ma- 
terials varying from collodial clay, a 
gelatinous substance, to large boulders. 
The load capacity of a stream depends 
upon the velocity of flow. The velocity 
is dependent upon the hydraulic 
gradient (the influence of gravity), 
and upon the characteristics of the 
channel. These factors are not con- 
stant in any reach of a natural stream, 


1 American Society of Civil Engineers Pro- 
ceedings, Volume 64, page 1940, 
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because their beds are constantly 
changing. Where a stream enters a 
channel reservoir, especially one of 
changing water surface elevations, 
other variable factors also enter. 

When mountain streams emerge 
upon plains, the gradients flatten out. 
The first deltas appear as small piles 
of debris consisting of the coarser 
materials. These tend to spread the 
flows into distributaries. These, in 
turn, result in further reduction in 
velocity, and the water-borne sedi- 
ments are deposited with the currents 
traveling the farthest distances. Deltas 
are built over long periods of time, the 
streams playing over them as old 
channels fill and the new ones are cut 
by water, which dropped portions of 
their burden. In this way, the water 
flow gains ability to shift older de- 
posits to other portions of the deltas. 
Uncontrolled streams which flow, 
from side to side, over their deltas 
continually tend to alter their char- 
acter and to increase the areas. 


quem the flood plains of the larger 
streams, there are continuous 
changes due to much the same causes 
as affect delta building. The alluvial 
flood plains gradually build up, but 
channels also fill as the bed load deep- 
ens. Under certain flood flow condi- 
tions, beds of streams have been 
moved up into bodily suspension 
(flowing mud) and carried onto the 
adjacent flood plains. Large areas of 
older alluvial deposits forming the 
flood plains may be moved to new posi- 
tions downstream. In short, valleys of 
major streams are unstable, all alluvial 
sediments tending to move toward the 
seas or toward the bottoms of inland 
basins as each flood crest passes. 


796 


XUM 


tantly 
ters a 
ne of 
utions, 
r. 
merge 
nm out. 
| piles 
oarser 
id the 
se, in 
ion in 
sedi- 
rrents 
Deltas 
ne, the 
is old 
re cut 
ons of 
water 
er de- 
deltas. 
flow, 
deltas 
char- 


larger 
nuous 
causes 
lluvial 
p, but 
deep- 
condi- 

been 
ension 
to the 
eas of 
g the 
v posi- 
eys of 
Huvial 
rd the 
inland 
S. 


SEDIMENTATION AT HYDRO RESERVOIRS 








Engineering Experience with River Control 


¢ “ principal rivers of this country are often the greatest hazards 

to life and property. They are subject to flood flows now known 

to be unpredictable because the history of precipitation and runoff is 

too brief. Protection of municipal and agricultural developments on 

the flood plains by reservoir regulation, by channel confinement within 
levees, and by-passes, has given engineers much valuable data.” 





| has been noted that the channel 
and the flood plain of a large 
stream rise gradually. Although there 
are downstream movements of bed 
loads and the materials of the flood 
plains, the inflow of silt from tribu- 
tary areas is generally greater than the 
volume actually moving down the val- 
ley. 

It is for these reasons that it is 
risky to encroach upon the flood plain 
of a major river. 

So much by way of brief preview 
of the over-all sedimentation picture, 
as the present geologic age experiences 
that process. The origins of the water- 
borne materials, presently of concern 
to planning in the United States, are 
the sedimentary deposits of both re- 
cent and ancient times. Sedimenta- 
tion is a grand natural phenomenon. 


Since the beginning of the Paleozoic 
era, 500,000,000 years ago, there has 
been measured on the North American 
continent some 50 miles of sedi- 
mentary deposits. The extent and oc- 
currence of erosion from land sur- 
faces, as reflected in sediments of 
known age, are summarized in the 
table on page 795, beginning with the 
oldest. 

The principal rivers of this country 
are often the greatest hazards to life 
and property. They are subject to 
flood flows now known to be unpre- 
dictable because the history of precipi- 
tation and runoff is too brief. Protec- 
tion of municipal and agricultural de- 
velopments on the flood plains by res- 
ervoir regulation, by channel confine- 
ment within levees, and by-passes, has 
given engineers much valuable data. 
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|_| = some leveed river 
reaches, suspended materials have 
been discharged without channel ag- 
gradation for several decades. Engi- 
neers know that conditions are so 
variable that this cannot be accom- 
plished in all cases. It is reported that 
silty flows of the Nile river, at the 
Aswan dam, are passed through, and 
only the clear flows which follow are 
retained in storage, thereby preserving 
the storage capacity of the reservoir. 
Most streams do not have such flow 
characteristics. About fifteen years 
ago an eminent American engineer, J. 
C. Stevens, wrote :? 


Man cannot hope to halt the 
processes of mountain erosion and 
plain building. The land he cultivates 
could not exist except for these forces. 
He must expect that rains will gully 
his fields, or cover them with moun- 
tain debris, and that streams will con- 
tinue to carry sediments that will fill 
the canals and reservoirs. 


The writer spent his early boyhood 
on the western plains where the nor- 
mal annual precipitation is about 15 
inches. He experienced dust storms of 
great violence and duration. And this 
was before the advent of trough plow- 
ing and other practices which are pop- 
ularly held unduly responsible for lat- 
ter-day erosion. At that time there was 
no overgrazing of the prairies. Only 
a fraction of a per cent of the lands 
were farmed and only natural condi- 
tions were obtained respecting the 
land areas. The “dust bowl” then was 
not man-made. A noted geologist once 
said that a 10 per cent reduction in 
average wetness and similiar increase 
in wind would bring about erosion in 


2Transactions American Society of Civil 
Engineers, Volume 101. 


the arid West at a rate which would 
make much of the area uninhabitable! 
If severe drought periods were fol- 
lowed immediately by sustained sea- 
sons of heavy precipitation, erosion 
and removal of wind-blown materials 
by surface waters would be relatively 
rapid. The optimum condition is 
doubtless an average weather, without 
extremes of wind and precipitation, 
where native vegetation can flourish in 
desert and semiarid regions. 


6 Ben. origins of water-borne sedi- 
ments are chiefly, as above indi- 
cated, large areas of poorly cemented 
geological formations of both recent 
and ancient ages. In some basins 
where most of the land area has been 
used for agricultural purposes for a 
few decades, the erosion problem is 
being studied in the light of land-use 
operations. There is little disagree- 
ment on the desirability of improve- 
ment in soil conservation and erosion 
control practices, when real feasibility 
is demonstrated. The determination 
of feasibility should be based upon all 
of the benefits and not solely upon one 
or two. 

The slogan, “Save the priceless 
heritage of our top soil,” does not al- 
ways express the sole reason for un- 
limited expenditures for soil conserva- 
tion. Many agricultural soils are 
formed from the existing clays, shales, 
and sands of the formations at hand, 
and, for the most part, they are 
formed, in this country, more rapidly 
than their removal by erosion. The 
effects of the eroded materials upon 
the streams carrying these loads, and 
upon storage and other flow-control 
structures, are always detrimental. 
The maintenance of the functions of 
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these structures is sometimes of more 
concern than the loss of the soil be- 
cause of ultimate damage downstream 
in a basin. Viewed in this perspective, 
soil conserved, and thus withheld from 
streams, may have a value of many 
times its single-purpose value on a 
farm. 


pees by the Soil Conservation 
Service, Department of Agricul- 
ture, are now progressing to the point 
where definite proposals for retarding 
erosion soon can be presented. The 


e 


most forward-looking step to date was 
the creation within the Federal Inter- 
Agency River Basin Committee of a 
subcommittee on sedimentation in 
1946. Its present chairman is Carl B. 
Brown, of the Soil Conservation Serv- 
ice. 

The first technical meeting of na- 
tional scope on sedimentation prob- 
lems was held in Denver, Colorado, in 
May, 1948, under the sponsorship of 
this subcommittee. In his opening ad- 
dress, Chairman Brown said that the 
harmful effects of sedimentation may 


Drainage Annual Sediment Load 
Area Acre-feet 
Stream Station Sq. Mi. Total Per Sq. Mi. 
re Washington, D. C, ..... 11,560 3,650 0.31 
eer Paducah, Ky. ...... nee 203,000 38,570 0.19 
i ree Prairie du Sac, Wis. .... 8,900 420 0.05 
BOS MOMS occccces ss Se 12,400 10,320 0.83 
COED snc ccesces Calvin, Oklahoma ...... 28,700 49,060 1.71 
Willamette ......... Salem, Oregon ......... 7,280 484 0.07 
i re Don Pedro Dam, Calif. .. 996 198 0.20 
ET Ft. Peck Dam, Mont. .... 57,800 2,200 0.04 
Yellowstone ........ ee 69,450 31,870 0.46 
EE — eee Williston, N. D. ........ 164,500 44,600 0.27 
Missouri .......00. Kansas City, Mo. ....... 484,200 86,000 0.18 
Mississippi ......... Near mouth, La. ....... 1,234,700 393,540 0.32 
eee John Martin Dam, Colo 18,933 4,284 0.23 
EE Arrowrock Dam, Idaho 2,170 239 0.11 
oS ees Lees Ferry, Arizona .... 107,900 117,800 1.09 
CE avcccccasion Grand Canyon, Ariz. .... 137,800 148,600 1,08 
| eee: os aaa 167,800 105,500 wee. 
Tributaries of Colorado River 
Little Colorado ...... Coconino Dam, Ariz. ... 24,120 25,800 1.07 
are ee 23,000 27,600 1.20 
SD Acicsceewceuns Green River, Utah ..... 40,600 15,450 0.38 
OE ae a eee 24,100 12,050 0.50 
(above mouth of Green River) 
NE ccwnnicianais 3ridgeport Res., Colo. .. 8.020 2,640 0.33 
a eee Elephant Butte Res. .... 25,923 14,250 0.55 
Tributaries of Rio Grande 

a epee. New Mexico ...-cccesce 1,009 2,780 2.76 
Pe CE ovccnvcvee New Mexico .....cesee 3,200 5,950 1.86 
Rie PMSTCO ....cccsed 8 ee 5,860 11,720 2.00 
errr. New Mexico ........+... 1,434 2,765 1.93 
8 ne ee 15,900 9,050 0.57 
Powder River ....... Moorhead Res., Wyo. .. 8,080 8,250 1.02 
.. =e Shadehill Res., S. D. .... 3,070 276 0.09 
North Platte ........ Guernsey Res., Wyo. .... 5,400 1,240 0.23 
South Platte ........ Littistem, GOR. ccccccese 1,324 133 0.22 
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be divided into five major categories as 
follows: 


1. Sediment concentration in water 
may be harmful even though the 
stream is fully competent to carry all 
of its load without deposition. High 
turbidity may destroy the value of the 
stream for fish and wild life. It makes 
the stream or lake undesirable for 
swimming. Coarse sediment in trans- 
portation may damage power turbines. 
Fine sediment must be filtered at con- 
siderable cost before the water is ac- 
ceptable for public, domestic, and in- 
dustrial uses. 

2. Sedimentation in improved chan- 
nels, floodways, ditches, and canals 
used for navigation, drainage, irriga- 
tion, and flood control must be pre- 
vented or the sediment removed if 
these improvements are to function 
effectively. 

3. Sedimentation in reservoirs 
causes loss of storage capacity, which 
depreciates the value of the storage de- 
velopment and causes other losses such 
as increased evaporation, decreased 
recreational -opportunities, and im- 
paired esthetic values. 

4. Deposition on land, improve- 
ments, and habitats, mainly during 
flood flows, causes severe damages in 
many areas to agricultural land, to 
urban areas, to transportation facilities, 
and to native wild life. 

5. In addition to these direct dam- 
ages, aggradation of stream channels 
and natural or artificial floodways has 
the effect of increasing flood stage for 
any given discharge. Consequently the 
area inundated and the extent of 
flood-water damages may be increas- 
ing as a result of sedimentation, al- 
though the volume and rate of runoff 
remain substantially the same. As 
floods affect all classes of enterprise 
and resources . . . this is an all-inclu- 
sive form of damage. 


SB Bes Mappock, Jr., of the 
branch of project planning, Bu- 
reau of Reclamation, in discussing 
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reservoir problems, noted that reser- 
voirs do not silt-up from the bottom 
altogether, but that sediments may 
settle in the upper, or flood-space, por- 
tions in greater amounts than in the 
dead-storage space. He also directed 
attention to the need for continuous 
reservoir surveys for determining the 
changes in reservoir operation sched- 
ules necessitated by reductions in ca- 
pacity of the spaces set aside for the 
various purposes for which the reser- 
voirs were authorized. 

Mr. Maddock concluded with this 
statement : 


What I would like to point out, in 
closing, is that reduction in acreage of 
irrigated areas will have to take place 
before the last reservoir site is utilized. 
We can expect full development of our 
western streams before our present 
reservoirs are filled with sediment. 
Water will not be available to provide 
for the excessive losses that will take 
place in these reservoirs in later pe- 
riods of their life, and, for evaporation 
from newly constructed reservoirs. 
We therefore must, to the extent pos- 
sible, preserve what we now have. 


(* A. HATHAWAY, special assist- 
ant, Office of Chief of Engineers, 
Department of the Army, in his com- 
prehensive statement on sedimentation 
problems related to floodways, chan- 
nels, and harbors, summarized the 
more important problems as follows: 


Sedimentation problems are en- 
countered in the development and use 
of alluvial rivers from the headwaters 
to the mouth, extending generally to 
the river deltas or outer bars of coastal 
harbors. The most important of these 
problems usually relate to: 

a. Obstruction of floodways and 
navigation channels by deposition 
of sediment. 

b. Major changes in channel align- 
ment resulting from deposition 
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SEDIMENTATION AT HYDRO RESERVOIRS 








The Missouri River Mud Problem 


CCN the Missouri river basin the deposition of silt under present con- 

ditions is not a problem, most of it being carried to the Missis- 
sippi. But the construction of reservoirs for irrigation, flood-control, 
and power purposes above Sioux City, lowa, must give consideration 
to their ultimate filling with stream-borne sediments now totaling at 


least 50,000 acre-fect annually. 


” 





and scour in unstabilized chan- 
nels. 

c. Blocking of outlets of sewers, wa- 
ter intakes, and drainage cana!s 
by sediment. 

d. Destruction of river improve- 
ments, bridges, and similar works 
as the result of scour and bed 
movements. 

e. Readjustment of hydraulic condi- 
tions below newly constructed 
reservoirs, resulting from retro- 
gression, deterioration of channel 
efficiencies caused by storage or 
diversion of normal flows and in- 
termittent releases, changes in 
channel alignment, and similar 
factors. 


The proceedings of this meeting 
were published by the Bureau of 
Reclamation. 


Gene sediments in streams are 
measured by sampling the moving 
fluid, and determining what portion of 
the flow, by weight, these sediments 
represent. When the suspended par- 
ticles first settle out, space they occupy 


§01 


as a sedimentary deposit is quite dif- 
ferent in water than on land where 
dehydration and condensation take 
place. The sediment in some reservoirs 
has been found to weigh about 45 
pounds per cubic foot. The same sedi- 
ment consolidated on a river delta may 
weigh nearly 90 pounds per cubic foot. 

It may well be, then, that it would 
be possible to drain a rapidly silted 
reservoir, dry the sediment, and there- 
by recapture about 50 per cent of its 
original capacity. 

The ultimate weight of sediments in 
reservoirs is only an estimate at best. 
Recent investigations show that the 
1935-1949 annual average sediment 
deposition in Lake Mead occupies 
105,500 acre-feet, while the estimated 
silt in the flows passing the Grand 
Canyon station average about 150,000 
acre-feet annually, assuming a dry 
sediment weight of 70 pounds per 
cubic foot. There is additional drain- 
age area between the Grand Canyon 
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station and Hoover dam of 30,000 
square miles which produces consider- 
able sediment. Allowing for some silt 
discharge there is still a considerable 
discrepancy, unless these values are 
used with proper understanding of the 
periods of record. Most engineers 
now believe the life of Lake Mead, as 
a storage and power project under 
present river storage conditions, will 
exceed 300 years. Additional up- 
stream reservoirs and erosion control 
could increase this to 1,000 years. 
Long before 300 years have passed, 
erosion will be abated to a considerable 
degree for the logical reason that the 
storage is worth too much to ignore 
the causes of its reduction. 

It has been estimated that presently 
observed erosion in the arid West re- 
sults in suspended sediments in 
streams that are derived in approxi- 
mately equal amounts from (1) chan- 
nel changes in the flood plains of main 
streams, (2) gullying on the smaller 
tributaries, and (3) sheet erosion of 
tablelands. When these quantities be- 
come more exactly allocable, the costs 
of alleviative measures may be ac- 
curately evaluated, and true benefit- 
cost ratios calculated. Urgency in 
these problems is recognized even if a 
permanent solution is not likely. It is 
a matter of economics. Not only does 
storage cost tremendously, but reser- 
voir sites are limited. 


ATA supplied by the Bureau of 

Reclamation and Corps of Engi- 
neers on transported sediments are not 
to be assumed as final. Rather, they 
are approximations under existing 
conditions of erosion opportunity. The 
calculated quantities are based on 
weights which are, on an assumed 
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value of the weight of a unit volume, 
in turn, reduced to volumes. It is not 
claimed that the measurements of 
weights of suspended and moving sedi- 
ments are absolute, nor that unit vol- 
umes, as calculated, represent the vol- 
umes under all conditions of age and 
cover. The values shown are there- 
fore usable only by those competent 
to understand the chemistry and 
physics of soils, the several subdivi- 
sions of hydraulics, and the pertinent 
elements of physical geology. These 
subjects are highly specialized and 
expanding. They involve research and 
applied science. It may be correctly 
concluded that sufficient funds must 
be made available to carry on ade- 
quately the investigations prerequisite 
to proper planning by the cooperating 
agencies. 

With the qualifications suggested 
the data presented in table on page 799 
are submitted for key gauging stations 
on some principal streams, the sources 
being noted above. 


-_ foregoing data as heretofore 
noted, are not necessarily com- 
parable for all points on a stream or 
in a common basin. They represent, 
rather, the bare preliminary data now 
available, and are therefore subject to 
revision. The stations in the Missouri 
basin indicate that the silt burden be- 
low the mouth of the Yellowstone 
river comes chiefly from the Yellow- 
stone. In the Missouri river basin the 
deposition of silt under present condi- 
tions is not a problem, most of it be- 
ing carried to the Mississippi. But 
the construction of reservoirs for irri- 
gation, flood-control, and power pur- 
poses above Sioux City, Iowa, must 
give consideration to their ultimate 
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SEDIMENTATION AT HYDRO RESERVOIRS 


filling with stream-borne sediments 
now totaling at least 50,000 acre-feet 
annually. Consideration, in particu- 
lar, involves the design as well as the 
operation and maintenance of the 
reservoir system. 


6 ier capacity of Fort Peck reser- 
voir and other storage reservoirs 
of the ultimate total built and to be 
built above is in the Missouri basin, 
and will probably exceed 30,000,000 
acre-feet. In the Yellowstone basin 
the ultimate total will probably exceed 
2,000,000 acre-feet, and this storage 
will be affected by siltation. Down- 
stream from Fort Peck dam, main 
stem reservoirs will ultimately have a 
combined capacity of 40,000,000 to 
45,000,000 acre-feet. These multi- 
purpose reservoirs have control of all 
residual flows from a large drainage 
area subject to relatively heavy ero- 
sion, and here the treatment of the 
area is not complicated by a highly un- 
favorable ratio of canyon exposures. 
In the upper Colorado basin, above 
the mouth of the Little Colorado 
river, a study is being made of a stor- 
age system which, as to main stream 
locations on the Colorado, the Green, 
and the San Juan rivers, will ulti- 
mately aggregate about 48,000,000 
acre-feet. These units, some to a 
greater degree, will all be affected by 


sedimentation. It is conceded that 
erosion in much of the drainage area 
above Hoover dam will be difficult to 
control, and that here is a complex 
problem of first magnitude. 


6 ben sedimentation of reservoirs in 
the Colorado and the Missouri 
basins, as noted heretofore, is a factor 
in design, but the sources of these 
sediments and their nature are also 
matters of concern. 

When additional silt-sampling sta- 
tions are operated, it will be possible 
to isolate the portions of the drainage 
areas which produce the most sedi- 
ment per unit area. The critical areas 
may then be surveyed in detail and 
the sources of the sediment discovered. 
As was pointed out heretofore, over- 
all sedimentation statistics only show 
whether erosion is of importance in a 
particular watershed. The data sub- 
mitted, for example, can be arranged 
to show that a portion of southeastern 
Utah, in the Colorado river basin, con- 
tributes three times the average silt per 
unit area produced by the whole basin 
above Lake Mead. Sampling at 
stream-flow stations must be supple- 
mented by sufficient precipitation 
measurements to enable scientists to 
analyze storm routes and the intensity 
as well as the quantity of rain, snow- 
fall, and snow melt. 





cé 


ECOGNIZING that absolute freedom is a fantasy, let me 


define a free economy as one in which private enter- 
prises are protected but not controlled by government. Freedom 
is protected by laws maintaining orderly ways and means of do- 
ing business; and by laws preventing and destroying private 
monopolies ; but not by laws which substitute an artificial regu- 
lation of business for political ends, in place of a natural regula- 
tion by the impartial forces of fair competition.” 
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—DOonacp R. RICHBERG, 
Lawyer. 
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Utility Rate Fixing by 
Labor Arbiters? 


Wage arbitration in the absence of well-defined standards can 
find little support on the part of industry management which 
has had such experience. Arbitration under state laws with es- 
tablished standards and court review is still too new to warrant 
fair judgment. This article by a noted transit engineer raises 
the serious question of utility rate making via wage arbitration. 


By HAWLEY 


their labor unions have turned 

with growing frequency to “ad 
hoc” arbitration when unable to agree 
upon terms of a new labor contract. 
Some of the nation’s large power sys- 
tems have taken this step for the first 
time during the past five years, and in 
at least one instance wage arbitration 
has been resorted to twice in the post- 
war years by a large eastern electric 
utility. 

Frequently such action has been 
taken avowedly for the purpose of 
avoiding a work stoppage when the 
consequences would so vitally affect 
the public interest. In other cases, 
strikes have been threatened or have 


I postwar years public utilities and 


*For personal note, see “Pages with the 
Editors.” 

1 Consolidated Edison Company, New York, 
New York. The first award is reported in 
6 LA 830, 1947, 
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S. SIMPSON* 


ensued when collective bargaining has 
broken down, but voluntary arbitra- 
tion has not been adopted. Largely as 
a consequence of the existence or im- 
minence of utility strikes, legislation 
has been enacted designed to compel 
disputants in the field of labor-man- 
agement relations in public utilities to 
submit either to fact-finding proce- 
dures or final and binding arbitration 
as an alternative to the use of eco- 
nomic force. 

These developments are tending to 
bring about in the electric power in- 
dustry an increasing number of termi- 
nal arbitrations, either voluntary or 
under legal compulsion. If this move- 
ment continues, contract arbitration 
will become as much a part of collec- 
tive bargaining in the power industry 
as it is in transit. There, in a great 
many contracts, arbitration is set up 
as the means of resolving contract 
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UTILITY RATE FIXING BY LABOR ARBITERS? 


negotiations when all other efforts fail. 


lw some instances arbitration is spe- 
cifically established in the contract 
as a terminal step. More frequently it 
is only inferred through the inclusion 
of a general “all-disputes” clause 
which, under certain circumstances, 
may be, and generally is, construed by 
union attorneys as applicable to dis- 
putes over the terms of a new agree- 
ment. In transit, the labor side of the 
field has long been represented by a 
group of attorneys and economists 
who have become extremely proficient 
in the art of presenting labor’s views 
before arbitral boards. 

Should this or a similar group be- 
come entrenched in the power field as 
strongly as in transit, which is not a 
too remote possibility, the end result 
might very well be that utility rates 
would, in the final analysis, be deter- 
mined not by duly designated utility 
commissions but by individuals acting 
as arbitrators without any responsibil- 
ity whatsoever for the result of their 
decisions. Unless utility commissions 
give heed to the possibilities inherent 
in such a situation, their powers may 
shortly be abrogated to the profes- 
sional arbitrator whose attitude 
toward the rate-making function may 
be similar to that expressed by one 
board of arbitration when it said: 


Management undoubtedly must 
meet formidable problems in carrying 
this added cost burden (an award in 
excess of $3,000,000). Its problem is 
quite unlike that of many industries 
where, in the postwar period, it has 
been a simple matter to increase prices 
and thus absorb unusual cost increases. 
... Mounting costs and decreasing 
revenues are a combination that can- 
not long be withstood. It is manage- 


ment’s unenviable task to grapple with 
that problem.® 


That the company involved was 
handed a truly “formidable problem” 
is indicated by the fact that three years 
have since elapsed, two commission 
proceedings have been held, litigation 
conducted in two of the state’s courts, 
and a third commission proceeding is 
currently in progress (October, 1950) 
in a continuing effort to recover these 
added labor costs. 


S be, relationship between the acts 
of arbitration boards and the au- 
thority of public utility commissions 
has been pointedly discussed by an- 
other eminent arbitrator who has said: 


The relationship between the public 
utility commission and the statutory 
arbitration boards requires some care- 
ful thought and attention. The prob- 
lem is especially important in those 
utilities, such as the bus industry, 
where labor costs are a high percent- 
age of total costs. Should the commis- 
sion, when considering fare or rate 
adjustments, accept as a reasonable 
expense, any wage increase granted 
by a statutory arbitration board? If 
such procedure is followed, the arbi- 
tration boards rather than the commis- 
sion will be exerting major control 
over the rates in the utilities with high 
labor costs.® 


Whether public utility commissions 
should undertake the functions of 
labor arbitrators and so protect against 
invasion of the rate-making field by 


2 Opinion of public members, Amalgamated 
Association of Street, Electric Railway, and 
Motor Coach Employees of America and 
Public Service Coordinated Transport and 
Public Service Interstate Transportation Com- 
pany, August 22, 1947. 

3“The Handling of Emergency Disputes,” 
Thomas Kennedy, Proceedings, Second. An- 
nual Meeting (1949), Industrial Relations Re- 
search Association, pages 25, 26. 
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arbitrators is beyond the scope of this 
article. It is enough to say that, so far 
as can be ascertained, only one state 
utility commission has legislative au- 
thority to sit as a labor arbitral board, 
viz., Missouri. The Public Service 
Law of that state provides: “When- 
ever any public utility has a contro- 
versy with another public utility or 
person and all the parties to such con- 
troversy agree in writing to submit 
such controversy to the commission as 
arbitrators, the commission shall act 
as such arbitrators, and after due 
notice to all parties interested shall 
proceed to hear such controversy, and 
their award shall be final.” At least 
four times in the past thirty years the 
commission has sat as a board of arbi- 
tration; in every instance in a transit 
case.* 

It would not, in itself, be essential 
that utility commissions conduct arbi- 
trations in their own protection if 
there were a body of rules or criteria 
for the guidance of arbitral boards to 


# In 1919 and 1920 the commission arbitrated 
controversies involving the demands of Divi- 
sion 788 of the Amalgamated Association of 
Street, Electric Railway, and Motor Coach 
Employees of America upon United Railways 
Company of St. Louis for increased wages and 
changes in working conditions. In 1928 they 
arbitrated a controversy between the St. Louis 
Public Service Company, successor to United 
Railways Company of St. Louis, and the same 
labor union. The fourth instance was an arbi- 
tration involving a controversy over wages be- 
tween St. Joseph Railway, Light, Heat & 
Power Company and Division 847 of the same 
union. 


7 


which adherence must be had and 
which, among other things, required 
that appropriate weight be given to the 
public interest. 


AS a simple matter of fact, if arbi- 
tration is to be acceptable to util- 
ity managements as an alternative 
either to continued collective bargain- 
ing or the use of economic force, then 
there must be some assurance given to 
those who pay the bill, which eventual- 
ly is some segment of the public, that 
ground rules known to the parties and 
to the arbitrator will be adhered to. 

An eminent jurist’s view of arbitra- 
tion in the absence of standards is 
found in the opinion by Chief Justice 
Arthur T. Vanderbilt of the New Jer- 
sey Supreme Court in the case of New 
Jersey v. Traffic Telephone Workers’ 
Federation: 

Furthermore, in the absence of 
standards, the very term “board of 
arbitration” carries with it the impli- 
cation that the board will act in the 
way that arbitrators customarily act, 
not according to established criteria 
but according to the ideas of justice or 
of expedience of the individual arbi- 
trators. Anyone who has had experi- 
ence with arbitration realizes that this 
is the inherent weakness of arbitration 
as a remedy. Unless standards are set 
up in any submission to arbitration the 
tendency to compromise and be guid- 
ed in part by expediency as dis- 
tinguished from objective considera- 
tions and real right is inevitable. This 
is especially dangerous in the case of 


“LARGELY as a consequence of the existence or imminence 
of utility strikes, legislation has been enacted designed to 
compel disputants in the field of labor-management rela- 
tions in public utilities to submit either to fact-finding pro- 
cedures or final and binding arbitration as an alternative to 


the use of economic force.” 
DEC. 7, 1950 
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UTILITY RATE FIXING BY LABOR ARBITERS? 


an arbitration where the rights of third 
parties, here the public, are concerned. 
Any increase in operating costs which 
may result from the arbitration will 
inevitably be charged to the public in 
increased rates. But the board of arbi- 
tration is nowhere directed to consider 
the rights of the public, which will ul- 
timately be called upon to foot the 
bill. 


oo ground rules or, as other- 
wise called, criteria, can issue 
from only three sources. Either, (a) 
they will be the result of collective bar- 
gaining between the parties establish- 
ing criteria to be incorporated in the 
submission agreement; or (b) those 
who practice in the field of arbitration 
will, themselves, establish a set of 
generally applicable rules; or (c) leg- 
islative enactments will fix the stand- 
ards which are to be followed. 

Many competent arbitrators have 
argued that it is the function of the 
parties to adopt and work out their 
own rules. They point out that criti- 
cism of arbitrators, and arbitration, ts 
indirect criticism of the parties be- 
cause they gave the arbitrators no 
guide to follow in deciding the issue. 
On this subject David L. Cole, in an 
address before the third annual meet- 
ing of the National Academy of Arbi- 
trators, has said: 

. If they (parties to an arbitration) 
want more certainty in arbitration 
methods, it is up to them to work out 
rules or other binding directions to 
govern the arbitration. They either 
don’t bother to get such rules written 
and agreed on, or they find the other 
side disagrees with them and they are 
not persuasive enough to change this 
viewpoint. Nevertheless, despite their 
own shortcomings in working out the 
underlying agreement or submission, 


549 ALC 649, 655 (May, 1949). 


they feel free to hold the arbitrator to 
account if he does not meet the rules 
or standards which that party uni- 
laterally advocates.® 


In the same vein, another experi- 
enced arbitrator has said: 


In the arbitration of grievances un- 
der a contract, the arbitrator has some 
standards to apply in making his 
awards. These standards are the pro- 
visions of the contract itself. In termi- 
nal arbitration, the arbitrator has no 
standards to follow. In making his 
award he is reduced to guesswork. 
Furthermore, he is doing a job which 
the parties themselves should be doing. 
They have abdicated in favor of a neu- 
tral and are dodging their proper re- 
sponsibilities; if the arbitrator hands 
them, or either of them, a lemon, it is 
their own fault.” 


J, yeagres authority has commented 
on the need for standards to be 
developed by the parties: 


The proper use of arbitration in fu- 
ture contract determination depends 
upon the development of the stipula- 
tion to arbitrate. 

I have been in many arbitration 
cases where the party said: “We can’t 
settle this arbitration dispute, you set- 
tle it for us.” They gave me no in- 
structions. That’s what I call “open- 
end arbitration.” When the parties 
take that kind of arbitration, great 
risks may be entailed. On the other 
hand, they can limit the arbitrator’s 
judgment by specifying in the stipula- 
tion to arbitrate what guides he must 
follow. 


® Reported in 25 LRR 165, January 30, 1950; 
see, also, abstract in Arbitration Journal, 
Volume V, No. 1, 1950, pages 12-15, 

“The Collective Bargaining Agreement: 
o Nature and Scope,” by Charles O. Gregory, 
Labor Law Journal, March, 1950, page 457. 

“Criteria for Ww age Arbitration,” an ad- 
Pro by George W. Taylor before a Special 
Conference of the National Industrial Confer- 
ence Board, Inc., on “Wages and Salaries in 
1949”—New York, February 2, 1949. 
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What Industry Has Learned about Arbitration 


€¢ ARBITRATION and fact-finding, either voluntary or under legislative 

guidance, but in the absence of well-defined standards, find little 
support by the management among those industries with the longest 
history of collective bargaining with nationally organized unions. On 
the other hand, arbitration under state laws with established standards 
and right of judicial review, has been too infrequently practiced to en- 
able a categorical conclusion to be reached as to whether or not the pub- 

lic interest has been adequately safeguarded.” 





wm. unquestionably, it would 
be helpful te all concerned if ac- 
ceptable arbitral standards could be 
agreed to prior to submission of the 
dispute, the fact is, as the author has 
pointed out elsewhere,® that were it 
possible for the parties themselves to 
develop objective standards, the likeli- 
hood of arbitration would becomemost 
remote. If standards could be agreed 
to, then agreement could almost cer- 
tainly be reached as to what the con- 
tract should provide, in conformity 
with such standards. Or, at least, the 
scope of the arbitration could be great- 
ly limited. The reason the parties do 
not get together during negotiations is 
because the ex parte standards which 


9 Proceedings, Conference on Arbitration, 
November 12, 1948, Labor Relations Council, 
University of Pennsylvania, page 65. See also 
Jesse Freidin in “The Status and Expenda- 
bility of the Labor Arbitrator,” Arbitration 
Journal, Volume V, No. 1, 1950, pages 15-19. 
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they establish for themselves as cri- 
teria for a wage settlement are too 
diverse. 

If, as we believe, it is a virtual im- 
possibility for the parties to establish 
criteria by mutual agreement and if, 
as it appears, arbitrators will not es- 
tablish such criteria, then it follows 
that arbitral standards can come only 
from legislative enactments. Such 
standards already have been adopted 
in rather concrete form in the states of 
Indiana, Pennsylvania, and Florida, 
and in less definite terms in Wiscon- 
sin and New Jersey. That is a devel- 
opment which representatives of labor 
in this field seem to oppose’ and yet, 
from the standpoint of management, 
it must come if arbitration is to con- 
tinue to be practiced. 

10 See Eli L. Oliver in “The Status and Ex- 


pendability of the Labor Arbitrator,” Arbitra- 
tion Journal, Volume V, No. 1, 1950, page 22. 
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UTILITY RATE FIXING BY LABOR ARBITERS? 


| pon to establish such standards 
will necessarily result in employer 
resistance to terminal arbitration un- 
less management is willing to under- 
take the risk of arbitrating a case 
where the personal whims, prejudices, 
likes, and dislikes of the arbitrators— 
known or unknown to management— 
will dictate the decision. One of the 
best-known arbitrators in the field has 
said, in effect, that the only practical 
criteria may be found in this question: 
(a) How much of a concession must 
be granted to the union to keep it from 
striking? or, (b) if on strike, what is 
the least price that must be paid to 
bring the men back to work? Neither 
of these queries answer the merits of 
the issue involved, but both go wholly 
to the psychological aspect of the case 
and the emotional and temperamental 
aspects gain precedence over the eco- 
nomic, factual, and judicial phase of 
the function of arbitration." 

This attitude of arbitrators that ex- 
pediency should prevail is well set 
forth by Business Week™ in para- 
phrasing an explanation of the moti- 
vating reasons for the recommenda- 
tions of the President’s steel fact-find- 
ing board, by the board’s chairman: 

The fact-finding board had a labor- 

relations problem as well as an eco- 
nomic problem to solve. It had to find 
a formula which would prevent the 
threatened strike. Under such cir- 
cumstances the board couldn’t give 
either side all that it wanted. It figured 
its recommendations on pensions were 
the minimum that each side would ac- 
cept. (Italics added.) 


11“Criteria for Wage Determination,” by 
George W. Taylor, Management Record, June, 
1949, page 24. 

12 Viewpoint of Carroll R. Dougherty, board 
chairman, as reported by Business IVcek, 
April 1, 1950, in article captioned “What Do 
Fact-finders Find?” 


Terminal arbitration, if it is to sur- 
vive and develop as a method of re- 
solving labor-management disputes 
Over new contract terms, must be 
founded more on reason and less on 
expediency. The formulation of fair, 
adequate, and workable criteria or 
standards is an absolute necessity, and 
great strides have been made in this 
direction in the utility disputes legis- 
lation enacted by several states ** in the 
last three or four years. It is not to be 
expected that the initial formulation 
of such standards as found in these 
state laws will prove perfect or fool- 
proof. It is of the nature of our law- 
making process that revision and im- 
provement be born out of the experi- 
ence gained in the administration and 
practical application of this legislation. 


8 jaarrnernggraesionne the primary em- 
phasis heretofore has centered 
upon the constitutionality of such 
laws. A series of state court decisions 
have upheld their validity and the 
United States Supreme Court during 
its current term will finally determine 
this issue."* Moreover, the highest ap- 
pellate court of one of the states, in 
what may well become a landmark de- 


13“Utility Antistrike Laws,” by Roscoe 
Ames, Pustic Utitities Fortnicutty, Vol- 
ume XL, No. 3, July 31, 1947. 

For a review of a means of eliminating util- 
ity strikes, without resort to arbitration, see 
“Virginia Keeps Its Public Utilities Running,” 
by James J. Kilpatrick, PusLic Utivities 
FortNIGHTLY, Volume XLIV, No. 13, Decem- 
ber 22. 1949. paves 843-850. 

For a discussion of Missouri's fact-finding 
procedures, see “How Missouri’s New Utility 
Antistrike Law Works,” by Vance Julian, 
Pusiic Utitities Fortnicutty, Volume XLII, 
No. 4, August 12, 1948, pages 204-210. 

14Qn Monday, Octoher 23rd, the U. S. Su- 
preme Court consented to review the consti- 
tutionality of the Wisconsin Utility Disputes 
Law on appeal in the United Gas, Coke & 
Chemical Workers Union (CIO) and Milwau- 
kee Gas Light Company Case. 
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cision, has recently laid down several 
very fundamental rules to guide arbi- 
tral boards established under such 
statutes.’* The law requires, the court 
declared, that such boards apply not 
one but all of the standards spelled out 
in the statute. It prescribes the mak- 
ing of written findings of fact prior to 
the reaching of an award or order by 
statutory boards of arbitration. The 
award or order must be supported by 
a preponderance of the evidence or 
substantial evidence as ascertained by 
reference to the findings of fact on 
which the award or order is based. 
The findings and order must be the 
product of collective consideration and 
discussion by all the members com- 
prising the particular board. Finally, 
such boards are not entitled to base 
their findings and conclusions on 
“trends,” such as trends in the cost of 
living, wage trends, and the like, but 
upon facts. 

Everything points to the conclusion 
that the electric power industry is on 
the threshhold of an era in labor rela- 
tions in which boards of arbitration 
will be more frequently called upon to 
make decisions of far-reaching magni- 
tude. 


15 New Jersey Bell Telephone Company and 
Communications Workers of America, CIO, 
decided by the New Jersey Supreme Court on 
October 2, 1950. 


Whether expediency will ultimately 
dictate these decisions, or whether 
they will be reached in a quasi judicial 
manner, depends, to a very consider- 
able extent, upon the industry’s atti- 
tude towards the sort of arbitration 
which can best meet the public interest. 


|, qnaenrinwa and fact-finding, eith- 
er voluntary or under legislative 
guidance, but in the absence of well- 
defined standards, find little support 
by the management among those in- 
dustries with the longest history of 
collective bargaining with nationally 
organized unions. 

On the other hand, arbitration un- 
der state laws with established stand- 
ards and right of judicial review, has 
been too infrequently practiced to en- 
able a categorical conclusion to be 
reached as to whether or not the public 
interest has been adequately safe- 
guarded. 

Suffice it to say that the electric 
power industry has an important stake 
in the development of the proper type 
of fact-finding or arbitration as the 
terminal point in labor disputes, and 
the unquestioned determination of the 
American people to outlaw the use of 
economic force in the public utility 
field points up this as one of the prob- 
lems which should have the best at- 
tention of the leaders in the field. 





CEG Enaron Taft lacks a soothing radio presence. At electronic fire- 
sides, phony or genuine, he is as near to being a dud as a man 


can get. His lack of masculine beauty is spectacular. Asa baby kisser he 
is awkward. Hts voice is flat, nasal, and in some of its timbres reminiscent 
of DONALD puCcK’s. His advocacy of give-away programs has been prac- 
tically nil. The Senator’s garb is undistinguished and he wears tt in an 
undistinguished manner. He offers nothing to the electorate except 
brains, industry, and character—especially character. That seems to 
be enough.” 

—EpitortaL STATEMENT, 

The (Baltimore) Sun. 


DEC. 7, 1950 810 





ely 
1er 
‘ial 
er- 
tti- 
ion 
est. 


ith- 
Hive 
ell- 
ort 

in- 
of 
ally 


un- 
und- 

has 
) en- 
» be 
ablic 
safe- 


ctric 
stake 
type 
; the 
and 
f the 
se of 
tility 
prob- 
st at- 
. 





Nothing Can Stop Utility Service 


Utilities must use the surface or undersurface of city streets 

for their distribution networks. The companies, however, are 

not guaranteed that a certain area, above or below the paving, 

is their permanent domain. It becomes the utility's task to move 

any of its wires or conduits without interruption to its cus- 
tomers’ service. 


By A. BRYAN MARVIN* 


LECTRICITY is ubiquitous. At 
work daily in our homes, offices, 
and shops, in our trains, sub- 

ways, and trolleys, the kilowatt has 
come to be an accepted fact. We do 
not think of its trials and tribulations, 
neither do we stop to consider the 
difficulties of the people who make it 
and bring it to us. 

The opponents of private industry 
and of the investor-owned utilities 
have long been aware of this feature 
of electric service. They are even a 
little jealous of it. One of the suspi- 
ciously outspoken groups once urged 
its members to paste poison labels at 
every electric switch and outlet in their 
residences. While not very compli- 
mentary, these labels would at least 
have served to remind customers of 
that modern miracle: central station 
electric service. 





*For personal note, see “Pages with the 
Editors.” 


But the dependability of service 
which makes electricity such an un- 
noticed part of our everyday life is not 
a simple force from Mother Nature’s 
bag of tricks. It takes men, materials, 
and money to keep the current flowing 
and the voltage up to par. Ingenuity is 
called into play along with muscles and 
shovels. The art of human relations is 
necessary to smooth ruffled feelings. 
The service that waits only for the 
flick of a switch before it springs into 
action is hiding behind that switch be- 
cause of the codrdinated efforts of a 
number of people. 


6 Bow problem of providing continu- 
ous service has a number of as- 
pects. The prime mover, the generator, 
the switching galleries—each is a com- 
plex part of the over-all puzzle. An- 
other element in the chain of supply 
is the distance over which the kilo- 
watt must be carried from the generat- 
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ing station to the customer’s meter 
pan. In urban areas, where the cables 
are located underground both for prac- 
tical and aesthetic reasons, this part of 
the problem has a rather specialized 
intensity. 

In these same urban areas, the pub- 
lic has become exceedingly dependent 
on electricity. Giant refrigerators pro- 
tect the city’s food supply, high- 
pressure pumps are the first line of 
defense against fire, elevators provide 
the only convenient means of access 
to skyscrapers. Continuous service has 
become a must, and yet the very na- 
ture of the city appears to preclude 
the unbroken flow of power. 

In New York city, this aspect of the 
problem has just about reached a pin- 
nacle of development. The glorified 
piece of real estate that is Manhattan 
is the most drilled into, tunneled 
through, cut and blasted, plug and 
feathered chunk of gneiss and schist 
the world has ever seen. As a result, 
the area beneath the streets is crowded 
bevond belief. 

Under the glossy asphalt of Mar- 
hattan’s streets lies a conglomeration 
of pipe and cable that makes the most 
hardened sidewalk superintendent stop 
and gape in surprise. When the street 
covering is removed, the subsurface 
looks like a tumbled mass of giant grey 
spaghetti. 


A UTILITY company, _ generally 
speaking, has a franchise to use 
the area beneath or above the street in 
order to conduct its business. But the 
franchise does not guarantee the com- 
pany any right to a particular section 
of the street. In a progressive munici- 
pality utility distribution pipes and 
cables are being moved constantly in 
DEC. 7, 1950 


order to get out of the way of new 
civic structures such as water mains, 
sewers, bridges, tunnels, and housing 
developments. 

The facilities must be removed, re- 
located, reconnected. And the reloca- 
tion job provides no excuse for a serv- 
ice interruption. The “business as 
usual” shingle must hang on every 
cable. Customers alongside the project 
must be able to use their television sets 
during the move and receive both the 
day-time and the evening programs. 

Those customers who are served 
through the high-voltage cables reach- 
ing across the construction area (and 
they may live so far away that they 
do not realize any street work is being 
done) must keep right on receiving all 
the kilowatts they want. And each 
electrical unit must be plump and 
fresh, not dimmed and lusterless as it 
would be if cables were removed along 
the way and the voltage was strangled 
off passing through a distribution 
bottleneck. The problem has complex 
ramifications that wander off into a 
sea of technicalities and a bewildering 
labyrinth of engineering data. 

But every single one of these engi- 
neering problems and each of these 
technicalities must be solved and an- 
notated before the picks begin to tear 
into the asphalt. Construction of the 
United Nations headquarters building 
in Manhattan presented a utility relo- 
cation problem in addition to one in 
international politics. 


| avenue, a traffic artery of the 
first order, goes directly past one 
side of the UN building site. New 
York traffic has a roar distinctively 
its own and is not the sort of thing 
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NOTHING CAN STOP UTILITY SERVICE 








The Men behind the Machines 


ae the final analysis it is the human element that makes for con- 
tinuity of service. It is the human element which provides that 
little something extra that a company puts into doing its job. The 
diligence of a field engineer, the care of a steam shovel operator, the 
earnestness of a worker and his tool cart putting in an extra hour of 
work and missing dinner with his own family so that some other hearth 
will have electricity that night. Those are the elements which have 


made electricity the accepted thing, the forgotten miracle of the day. 


+? 





one likes to have alongside an orderly 
conference, so it was decided to make 
a tunnel out of the avenue alongside 
the site. Remodeled First avenue will 
run through a 7-block tunnel and a 
promenade will appear in place of the 
onrushing trucks beside the UN head- 
quarters. But the subterranean pas- 
sageway obliterates the old subsurface 
areas in which were buried electric, 
telephone, and telegraph cables, gas 
and steam mains, fire department 
alarm cables, water pipes, and sewers. 
Everything had to get out of the way. 

The manner in which the relocation 
was handled is typical of how these 
problems are settled in New York. It 
all began with a meeting of representa- 
tives from each group involved. The 
situation was outlined and engineers 


of the utilities and the city departments 
affected went to work. 

The pipes and cables were re- 
grouped (on paper) at either side of 
the proposed tunnel. There were more 
meetings, arguments, drafts and re- 
drafts, revisions of revisions until at 
last order emerged from the chaos. 
While the tunnel is only seven blocks 
long, the relocation of the various 
services is not a cheap proposition. 
The job runs into the millions of dol- 
lars. 

Comparable meetings have been 
held so many times in recent years that 
the emissaries of the various groups 
with interests under the streets are 
now on a first-name basis with each 
other. The approaches to the Brook- 
lyn-Battery tunnel recently opened are 
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depressed roadways where the cars 
pass through space formerly occupied 
by various ducts and pipes. Similar 
sunken approaches are under construc- 
tion for the George Washington 
bridge. 


es utility companies, in working 
out these problems, make every 
effort to be fair. The companies even 
try to look after the interests of each 
individual customer as if he were the 
proverbial sparrow in the biblical tale. 
But in some cases the customer takes 
on a hawk-like appearance. Utilities 
are community leaders and there is a 
type of individual who feels that com- 
panies with such stature should be 
forced to pay a little more than a fair 
price. 

There are times, however, when this 
element of human nature works out to 
mutual advantage. The arterial high- 
ways being built in many communities 
today often avoid interference with 
existing road patterns by advancing at 
a lower level. This permits the exist- 
ing roads to stay in business by means 
of bridges over the new expressway. 
In the case at hand, such a new traffic 
artery was under construction and the 
highway contractor had worked out a 
way to build the cross-over bridges a 
half at a time so that traffic could keep 
using at least one lane during the job. 

It was necessary to keep the electric 
cables buried under this particular 
roadway in service during the con- 
struction so that customers residing on 
the far side of the expressway-to-be 
could be supplied. To avoid the ex- 
pense of relocating the cables tempo- 
rarily under one side of the road and 
then moving them back to a permanent 
position in the bridge structure, it was 


determined to run them up poles and 
make an aerial span over the construc- 
tion project until it was finished. 


B” the only place where the poles 
could be placed was on private 
property and the permission of a large 
landowner was required. This indi- 
vidual was quite unenthusiastic about 
the idea, but after much urging finally 
gave his consent. The pole truck 
backed onto his land, raised its rig, 
and broke a branch on what turned 
out to be the man’s favorite shade tree. 

Immediately, the air turned a pastel 
blue, the crew was ordered off the 
property, and there were extended con- 
versations about tree surgeons and 
lawyers and juries. An adept negotia- 
tor for the company found the Achilles 
heel of the problem. The landowner 
was even more interested in juvenile 
delinquency than he was in shade trees. 
For years he had harbored an ambition 
to turn part of his property into a ball 
park for underprivileged children. A 
company bulldozer did the job in half 
a day. 

The incident of the broken branch 
was forgotten and the cables were 
strung from their poles. Counting in 
the cost of the bulldozer, the aerial 
crossing still showed a substantial sav- 
ing over the possible alternatives. The 
company saved money and the com- 
munity received a junior-size ball park 
where the activities of the young ones 
must have tired them enough to re- 
duce somewhat the incidence of broken 
windows in the neighborhood. 

In the instance of the bridge, it was 
possible to provide continuous service 
to a large number of customers 
through the cables stretched over the 
construction work. But difficulties 
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often arise where service to a single 
customer is jeopardized. 

In these cases it is the enthusiasm 
of individual employees and a de- 
termination to see the job well done 
that make continuous service possible. 
A man will stay on the job an hour or 
so past his regular quitting time in 
order to clear a clogged service pipe, 
run in the wire, and keep the cus- 
tomer’s refrigerator running during 
the night. The employee will do this as 
a part of the job, and not think it 
extraordinary in any way. “Utility 
service m1¢ans continuous service,” one 
of these workers put it. “Or as close 
to continuous service as we can get it. 
And we generally come pretty close.” 


“7 cables can be slung 
from a lamp post across the side- 
walk, in by a window and down in- 
side the house to the meter. From the 
lamp post the wires run down to the 
street mains. This temporary service 
while repairs or alterations are under 
way has made it possible for many a 
retail shop or restaurant to stay in 
business during a temporary difficulty. 

On some occasions, where it has 
been impossible to run this temporary 
wiring, illumination for shoppers and 
diners has been provided with portable 
batteries on which bulbs are mounted. 
Designed for use in dark manhole lo- 
cations, the batteries provide a certain 
amount of illumination when hung 
from the ceiling. 

When the work to be done involves 
a transformer, it is still possible to 
continue service to the customers 
served through that unit. There is a 
transformer mounted on a movable 
rig that can be used to fill in. The unit 
can be adjusted so that its windings 


are suitable as a replacement anywhere 
on the system and it can be connected 
into a circuit to supply the load until 
the new wiring is complete. 

In residential areas the bulk of the 
scheduled work is done when families 
can be expected to be away from home. 
In industrial neighborhoods, the work 
is done over week ends and holidays 
when the machinery is idle. These 
practices compound the difficulties of 
those who schedule the jobs and route 
the crews from project to project. But 
they speed up work at the site because 
it is easier to do this cutting and splic- 
ing when the equipment is under a 
minimum load. And the premium pay 
involved in week-end and _ holiday 
work comes home to roost in the form 
of improved public relations. 


aera streets are blocked off 
completely by new construction. 
Modern housing developments cover- 
ing many blocks often obliterate the 
old street lines. In this event it is neces- 
sary to find new routes for the trans- 
mission facilities or make arrange- 
ments to maintain the facilities in 
place. 

In New York city since VJ-Day, 
some eighteen miles of streets have 
been closed to utilities by construction 
of housing developments, bridge ap- 
proaches, and the like. This has pre- 
sented an engineering problem of 
major proportions. The physical task 
of relaying the cable is comparatively 
easy. New sections are put into place, 
and then the sections to be abandoned 
are cut, one by one, and spliced into 
the new lengths. Like a centipede 
which does not fall if it lifts one leg, 
the electric supply to the distant part 
of the city is not affected if only one 
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of the many cables supplying the area 
is de-energized. 

But engineers have a job and a half 
in finding room for the new cable 
lengths in many cases. There are places 
in New York streets where field crews 
have to do their digging with spoons 
because the cables and pipes are 
jammed in so closely together. 

The problem is aggravated when the 
project is located close to a generat- 
ing station and interferes with the 
crowded maze of cable emerging from 
the switching galleries. It is possible 
to reduce the cross section of these 
high-tension cables by increasing the 
voltage, it is true. But this step would 
save only a fraction of the space re- 
quired under the street and would be 
economic suicide for a company unless 
plans were afoot to change the system 
voltage for some additional reasons. 


, | ‘HESE large housing projects and 
problems such as the First ave- 


nue tunnel entail a huge amount of 
paper work, but do not form the staple 
diet of either the engineers or the field 
crews entrusted with street layouts 
and distribution difficulties. Routine 
work on water mains and sewers pro- 
vides the major number of individual 
jobs where electric facilities must be 
relocated. Water mains and sewers 
change their configurations constantly 
in order to conform to the new build- 
ings and dwelling patterns of the city’s 
residents. In each of these jobs work- 
ing drawings must be prepared, field 
surveys made, and finally the actual 
excavation and relocation begun. 
Even then, the unexpected is the 
order of the day. In parts of Man- 
hattan it is quite common for con- 


struction crews to unearth old sections 
of cable originally installed under the 
supervision of Thomas A. Edison 
when he served as chief engineer of 
the first commercial electric company 
in New York. These Edison tubes 
have found their way into disuse. 

Other uncharted mementoes of by- 
gone days are also unearthed. Recent- 
ly, the gas company found one of its 
pipes buried under the intersection of 
Fifth avenue and Forty-second street, 
one of the busiest corners in the city. 
The fact that the pipe was not on the 
maps is not surprising when it is re- 
membered that gas companies have 
been burying pipes since 1824. 

Occasionally a mysterious cable is 
unearthed. Then, before it is cut, all 
the groups with cables under the 
streets are called in and asked if they 
can identify it. Telephone and tele- 
graph companies, the Board of Trans- 
portation and the fire department, each 
has his own set of maps. If the cable 
remains unidentified, someone takes a 
deep breath and cuts it away. 


nn” these are physical things, cables 
and rocks. In the final analysis it 
is the human element that makes for 
continuity of service. It is the human 
element which provides that little 
something extra that a company puts 
into doing its job. The diligence of a 
field engineer, the care of a steam 
shovel operator, the earnestness of a 
worker and his tool cart putting in an 
extra hour of work and missing dinner 
with his own family so that some other 
hearth will have electricity that night. 
Those are the elements which have 
made electricity the accepted thing, the 
forgotten miracle of the day. 
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Building Load with a 
Bunch of Cards 


A system successfully developed during the war for supplying industry 
customers with information on the location of all kinds of machine 
tools has been adapted to peacetime use. This service to large and small 
manufacturers has been produced to cover information on available 
factory space already connected with the electric distribution system. A 
ready reference card system has been set up, making possible the prompt 
supply of detailed data in response to telephone inquiries. 


By JAMES H. COLLINS* 


URING the war days of “make 

D do,” engineers of the Los An- 

geles Department of Water 

and Power discovered that special data 

about industry could be very valuable 

to the community, as well as in build- 
ing load. 

For example, manufacturers, large 
and small, were securing contracts for 
government work, and needed many 
different kinds of machine tools, or 
machine tool custom work. A census 
of machine tools was taken. Every 
lathe, drill, and whatnot in the area 
was listed by location, capacity, avail- 
ability—all the necessary facts in ma- 
chine tool language. 

When a manufacturer with a war 
contract needed tools or work of a 
particular kind, the department could, 
over the phone, in a few minutes, read 





* Business editor and author, Hollywood, 
California. 


off from tab cards the names and 
phone numbers of people who had such 
equipment to sell, or rent, or with 
extra capacity for custom work. This 
immensely speeded up war production. 
And of course built load. 

Another wartime list was made of 
available factory space hooked up to 
electricity. The manufacturer needing 
a building might have had one in view, 
but found that it was not connected— 
WPB copper restrictions forbade us- 
ing even a small amount of wire, even 
though it might be on hand. So this 
list was used to locate buildings al- 
ready connected. 

Soon after peace, such lists were 
dead. But the value of special informa- 
tion was not lost sight of. 


, l ‘opay, the department has a large 
office housing special information 
about available industrial quarters and 
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sites all over the city’s 453 square 
miles, and its 10 manufacturing areas. 

It is a bewildering system of 
punched, flagged, and classified cards, 
ready to one hand of a fellow holding 
a phone, with a “customer” on the 
line. Only an efficiency expert away 
from home would enjoy going to the 
bottom of it. 

But fortunately, in use, it is quite 
simple. 

Somebody calls up or writes, “I’m 
looking for a place to locate a fac- 
tory.” The department man answers, 
“Yes, sir—what kind of a factory, 
please?” and reaches for a file drawer. 

The type of factory determines the 
zones in which it can be located. It 
may be a local inquiry, and the amount 
of floor space is given. A local in- 
quirer will probably have a preference, 
stating that he wants to be in a cer- 
tain area. 


wo three or more facts like 
these, out of a drawer, from a 
bunch of cards, the inquirer can be 
given various available locations, with 
rents, names of realty brokers who 
have the properties listed, and a dozen 
other details. Practically, the inquirer 
can visit these places by phone, the 
cards answering his main questions. It 
often happens that he leases and moves 
within a week. 

But the inquiry may come from a 
distant manufacturer, who has the es- 
tablishment of a western branch plant 
at the back of his mind, has had it for 
several years, may not make a decision 
for several years more. 

Or it may be spoken across a desk, 
by an eastern executive in his own 
office, talking with a representative of 
the department. 


DEC. 7, 1950 


The kind of information carried in 
these industrial site files is determined 
largely by the people who want to 
know this and that, why they want to 
know, and what questions are upper- 
most in their minds. 


| ey ANGELES is not only known as the 
boostingest town, but its promo- 
tion activities, carried on for many 
years, are diversified. 

Long ago the chamber of commerce 
became famous as an institution that 
lauded the land of oranges, and wooed 
tourists and lot-buyers. 

That is actually a county accessory, 
supported largely by a yearly appro- 
priation. Today it is mainly an engi- 
neering organization, charged with de- 
veloping industry and trade, with 
tourists barred. 

Another county accessory, of later 
origin, is the All-Year Club of South- 
ern California, charged solely with at- 
tracting the tourists, and keeping them 
happy. One kind of tourist is barred 
to this organization—convention visi- 
tors, strictly in the chamber of com- 
merce domain. 

There is healthy rivalry between 
organizations as to who shall boost 
what, but the general result is, that 
Los Angeles has grown, and grown, 
and today growth has brought its pe- 
culiar problems. 

The Department of Water and 
Power is a city concern, charged like 
a privately owned company with build- 
ing load. Industries build load. There- 
fore the department is active in attract- 
ing manufacturing enterprises, and 
right along, according to the vicissi- 
tudes of business conditions, and war, 
and municipal budgets, has various 
kinds of appropriation to spend for ad- 
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vertising, sometimes sizable, and again 
pared down—but always a little with 
which to do something. 

With this money, the department 
has at times conducted advertising 
campaigns in business journals, or par- 
ticipated in eastern business shows, or 
bought according to its means some 
type of promotion to reach distant 
executives who may be thinking about 
a move. 


SE pew is a needle-in-the-haystack 
proposition at the start, as shown 
by what was accomplished with ex- 
hibits at two recent eastern industrial 
shows. 

Through a sort of contest, in which 
crates of oranges were drawn for 
every day, using the names of show 
visitors who would register their 
names, business connections, and so 
on, the department got some 15,000 
names, which were definitely run-of- 
the-mine—abounding in Toms, Dicks, 
and Harriets. 

By sifting, about 1,000 names were 
secured for mailing purposes. Harriet 
the steno with John Q. Jones Corpora- 
tion was clearly not an industrial pros- 
pect. But a department head in that 
company would be worth a little mail- 
ing activity, to get a better line on his 
status. 


e 


An unpromising executive paper- 
wise can be very much worth while, 
as in the case of a rank-and-file sales- 
man, who somehow was left on a mail- 
ing list, and asked for information. 
Not a likely individual to move a fac- 
tory. But in a year he was general sales 
manager, and in another year a vice 
president who had the decision in es- 
tablishing a Los Angeles branch plant. 

Fully as ingenious and interesting 
to a utility executive is the system for 
sifting a large number of names into 
prospects, and afterwards weeding out 
what are called “suspects,” and then 
finally killing the proved dead names. 

There are two rules pretty closely 
followed. One is, to never keep a name 
in the live promotion list when it has 
proved to be a dud. And the other is, 
never to give up a prospect as long as 
there is a good chance that he will 
figure in the decision about a western 
factory. 


“T= “Production Expediter” is a 
modest mimeographed 4-page 
monthly newsletter gotten out for sev- 
eral thousand local concerns, contain- 
ing production items run upon by de- 
partment engineers in their work, and 
tagged with offers of technical service. 

Example: An account of soil heat- 
ing by current in agriculture is coupled 


“THE [Los Angeles] Department of Water and Power is a 
city concern, charged like a privately owned company with 
building load. Industries build load. Therefore the depart- 
ment is active in attracting manufacturing enterprises, and 
right along, according to the vicissitudes of business condi- 
tions, and war, and municipal budgets, has various kinds 
of appropriation to spend for advertising, sometimes sizable, 
and again pared down—but always a little with which to 


do something.” 
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with an offer of service to anybody 
with a process heating problem. 

If correspondence turns up a live 
prospect, he will be asked if he wants 
to receive this publication regularly, 
and that sometimes builds up interest. 
If none is manifested, he drops off 
after a time—the out-of-town circula- 
tion is purposely kept small. 

More elaborate is the 40-page pam- 
phlet “F.O.B. Los Angeles,” contain- 
ing information enough for locating 
a factory—present industries, com- 
parison with other industrial areas 
East and West, the location of indus- 
trial areas in the city, transportation, 
markets, labor supply, climate, living 
conditions, recreation, power, water, 
etc. 

Through these publications, and 
correspondence, and with a good deal 
of personal study, a big general list of 
names is winnowed down to pay dirt 
at reasonable cost. Nothing eats up 
money like a neglected mailing list. 
This one is rigorously trained down. 

Out of 1,000 general business 
names, with three or four letters and 
mailings, the department will obtain 
an average of 50 worth further work. 
In one case recently 2,000 better-than- 
average names sifted down to 160 live 
prospects (8 per cent). In another 
case, 121 names resulted in 53 pros- 
pects, 49 suspects, and 19 “kills.” 


6 fe-yen is no deluge of form letters. 
A year’s mailings to proved pros- 
pects and suspects will average only 
2,000 to 3,000 letters. But these are 
mainly personal, to executives mani- 
festing interest in a Los Angeles plant, 
or one located elsewhere in the West. 
As long as there is a response, the 
name is kept among the prospects. A 


“suspect” will be an executive who has 
shown interest, then become silent. 
Such a name is dropped only after it is 
certain that there is no longer any 
possibility of a western plant. 

This is no mass selling proposition. 

When individuals have been sifted 
down into the prospect category, they 
are dealt with as persons, each with 
his different branch plant problems, in 
different stages of advancement. 

People who are thinking about a 
branch plant, or moving a business, or 
establishing a factory, often have it 
just in the backs of their minds. It 
may be a long-range plan. It may be a 
dream. The young generation in the 
company wants to go West, but the 
oldsters are conservative. The oldsters 
may want to live in California, and to 
do it would move the business, but the 
youngsters believe that the best place 
to grow is in the East, where Dad and 
Grandad made their piles. 

Somebody retires or dies, markets 
shift, the company is merged, trans- 
portation rates throw distribution out 
of whack, persistent shortages of raw 
materials necessitate developing west- 
ern resources. 

Practically every name on a live list 
has its particular story, and the Los 
Angeles water-power people follow 
that story until it comes to a happy 
ending—or otherwise. Years of ap- 
parent indecision may eventually lead 
to a new industry. Only when the 
sheriff closes up a prospect can the 
concern be definitely written off as 
dead. 


@ pee a year or more often, de- 
partment engineers go East, tak- 
ing lists of names, and make contacts 
with prospects and suspects, by phone 


DEC. 7, 1950 820 


XUM 


BUILDING LOAD WITH A BUNCH OF CARDS 








Industrializing the West 


¢ re the West thought it was doing well if it had enough industry 
to bake its own bread, wash its own shirt, and manufacture 
enough overalls for the surrounding cowboys. That period has been 


outgrown. 


Today it works for more load, and lets the industrial 


newcomer take care of his competition.” 





or office visits. These contacts develop 
late information and keep the lists 
alive. One department man will work 
by phone, calling several dozen people 
in a morning, while another prefers 
to make maybe a dozen personal calls. 
Because the Old Man wanted to live 
in New York, many a company has 
moved its offices there, and the desire 
to live in California has moved many 
a factory to Los Angeles. It is a selling 
motive of real power. 
“I've brought you 
phones the visitor. 
“More statistics?” suspicions the 
eastern executive. 
“No, a box of California oranges.” 
A great many good leads come into 
the department from California busi- 
ness concerns, organizations, banks, 
and citizens. ‘“We happen to know that 
the ZYX Corporation, of Springfield, 


° ” 
something, 
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is thinking about a western plant— 
but this is strictly confidential.” 

These leads are always checked for 
duplication, because they get on more 
than one list. Generally, factory mov- 
ing is regarded as deeply hush-hush. 
Actually, a lot of people get to know 
about it. Checking for duplications 
eliminates work, and averts hard feel- 
ings over who is to get the credit for 
bringing in the ZY X Corporation. 


H prospects are found and dealt 
with has direct bearing upon the 
gathering, classification, and uses of 
data concerning industrial properties. 

“Where do you want to locate, how 
much space do you need, do you want 
to rent, build, or have somebody build 
for you, what are your water, trans- 
portation, and similar requirements ?” 

These are some of the heads under 


DEC, 7, 1950 








PUBLIC UTILITIES FORTNIGHTLY 


which information is sorted and filed, 
ready to hand for a telephone conver- 
sation or an interview. 

But there are other considerations, 
and they can be potent in selling. 

Nowadays, the manufacturer who 
has long been located in an old indus- 
trial community, perhaps inherited his 
business, wants most of all to move 
into country surroundings. His busi- 
ness has grown so that it is crowded 
in some slum, hard put for space 
to expand. His employees put up with 
hardships getting to work. And there 
are other handicaps to escape from— 
taxes and costs generally. 

He wants to get away from it all— 
or some of it. He pictures a spacious 
one-story plant set down in acres of 
cauliflower fields, with parking space 
enough for a World Series game, his 
employees in homes with half-acre 
gardens, his business affording a way 
of life as well as jobs. 


IX Los Angeles, he can have all this. 
Thoreau said something about 
when you have a castle in the air, build 
foundations under it—that’s a sales 
proposition for the community pro- 
moter. 

Many a manufacturer already doing 
business in Los Angeles discovers that 
his plant might be better located, and 
comes for information. He lives in 
Beverly Hills, and his business is a 
half-hour’s drive, through traffic. That 
tots up to a lot of bus tooling in 
the course of a year. He wants to 
bring the plant closer. Or a move to 
better his labor situation may be in 
order—in certain localities workers 
are mainly unskilled, while in other 
areas they are high-class mechanics. 

Los Angeles has ten areas zoned 
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for industry, in three classes. M-1 is 
allotted to limited light industry, M-2 
is for light industrial, and M-3 for 
heavy industry. Garment making is a 
typical M-1 activity, an aircraft fac- 
tory belongs in M-2, and plants that 
have fumes, odors, and the like go to 
M-3. 

Every piece of industrial property 
in these ten zones is thoroughly cata- 
logued on cards, information being ob- 
tained by personal inspection. 

It may be a large factory building, 
or only small space for rent, or a de- 
veloping area ample enough for the 
largest concerns. 


} Ppt about the building include 
type of structure, area, floor 
space, number of stories, frontage, 
depth, size of lot, kind of business to 
which it is suited, zone, parking facili- 
ties, railroad connection, loading plat- 
forms, basement area and character, 
elevator, kind of floors, and any de- 
tails that make it easy to quickly an- 
swer the kinds of questions prospects 
ask. 
The neighborhood is also described 
car and bus lines, nearest cross 
streets, kinds of industries adjacent. 
There are references to city maps that 
facilitate looking up further details. 

The name of the owner, rental 
agent, or realty broker is listed, with 
phone numbers, and amount of rent. 
A very common inquiry is for small 
space at a modest rent. “We want so 
much floor space, it can be upstairs, 
but we do not want to pay more than 
$100 a month.” In five minutes, a good 
choice of places to see, in any given 
area, can be read off the cards. 

Details of electrical service are also 
carded—what number pole serves the 
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property, nearest transformer, number 
of wires into the building, meter num- 
ber, availability of 34,500-volt current, 
data giving the inquirer whatever he 
wants to know about power. 


en cards are punched for machine 
sorting, and run in almost in- 
numerable ways, so that fingers may 
be laid on everything to rent in a given 
area by rental, permitted industries in 
the zone, floor space, transportation, 
and so on. Everything in the city from 
under 1,500 square feet up to 5,000 
and over, everything by floor space, 
rent, zone, and whatnot in the Harbor 
area, or the San Fernando valley, or 
the East Side with its three separate 
industrial zones. 

Every inquiry for industrial_prop- 
erty, unless it is one immediately met, 
is also carded and held in the files, so 
that new information can be supplied 
as it is received. These cards give firm 
name, address, phone, name, and title 
of the person making the inquiry, pre- 
ferred location, kind of products, floor 
or building area, type of building, 
parking and transportation facilities, 
whether the inquirer wants to rent or 
buy, term of lease, type of floor re- 
quired, outside area, and so on. 

While the department works closely 
with realty brokers, and obtains much 
information from them, it is necessary 
to make personal inspections of every 
available location, and to closely fol- 
low rentings, vacancies, and changes 
generally. The list that was complete 


e 


when the office closed yesterday, has 
changed by this morning by somebody 
moving, renting vacant space, being 
burned out, or closed out. 


| ogprond brokers make good use of 
these files in seeking properties 
to meet the requirements of their 
clients. For obviously no brokerage 
concern can afford to keep such city- 
wide inventories of property. For their 
convenience, the department runs off 
special lists of kinds that have been 
found most useful, such as all the 
available locations in a given area, by 
rentals, floor space, and like details. 
Brokers phone in many inquiries, and 
are in effect “prospects,” because they 
are acting for concerns that will in- 
crease the industry of the city, and the 
power load. No matter how much 
work the department may do in at- 
tracting a new industry, the time 
comes sooner or later when negotia- 
tions pass to brokers and owners. 
The completeness and timeliness of 
this inventory is of definite service to 
other city departments, such as the 
Los Angeles City Planning Commis- 
sion, in zoning problems, the location 
of schools, and other activities keyed 
to the city’s growth, and the character 
of that growth, area by area. 
Besides industrial space ready for 
rental or purchase, the department 
keeps close track of acreage in districts 
which are changing from farms to 
homes and factories. One such area is 
along the “shoestring strip,” and an- 


“THE Los Angeles Department of Water and Power is 
city-owned, and has a monopoly of power in the city, but 
withal, probably has as aggressive an array of competition 
as any utility company in the country.” 
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other is in the San Fernando valley. 

The shoestring is a story of a fight. 
Many vears ago Los Angeles aspired 
to a harbor, and water freight rates, 
and was opposed by the railroads, and 
mobilized its citizenry for battle. 

“How can you have a harbor whea 
your town is 20 miles from the 
ocean?” was objected. 

The answer: The city annexed a 
narrow strip from its border to the 
ocean, and that shoestring is one of 
the odd kinks in the shape of the town, 
which may be the oddest among great 
Cities. 

The shoestring ran through fields, 
and with industrial growth, these af- 
forded ideal factory sites for large 
concerns, and have been or are being 
built up. 


oo department is in constant 
touch with insurance, finance, and 
other companies which build for in- 
dustrial concerns. Industry today has 
a tough problem in the financing of 
plant, the present tax structure re- 
stricting the setting aside of reserves 
for such growth. These financial in- 
terests take over, and latelv the method 
has been adapted to small industrial 
concerns. Example: One financial con- 
cern developing a tract near an airport 
has that latest thing, the “package 
deal.” A manufacturer needs a 10,000- 
square-foot factory, with ample park- 
ing space, spur track, and so on, and 
can afford to pay not over $500 rent 
per month. This company builds for 
him, for a down payment of $5,400, 
and 139 months of rental at $450 (44 
cents per square foot). In 139 months 
he becomes the owner of his property. 

All these cards, all these inspections, 
all these special angles run down, such 


as financing a factory building—it 
sounds like a heavily manned organ- 
ization, and corresponding expense. 

The executive responsible for build- 
ing it up as the postwar trends took 
shape is Charles C. Snyder, heading 
what is known as the Business Agent’s 
Division of the department. During 
the early postwar vears, when a vast 
amount of detail was being covered, 
he had four men pretty constantly in 
the field, inspecting and describing in- 
dustrial properties. Today, with every- 
thing well organized, and only the 
work of maintenance and keeping 
track of changes, the job is handled by 
one man, who has grown up with the 
system, assisted by field work per- 
formed by engineers and others along 
with other work. 

Nor does the department have a 
large “sales force” to visit prospects 
on eastern trips, and keep in touch 
with local concerns contemplating 
moving, or expansion. A department 
engineer or two go East every year, 
and take prospect lists for calls and 
checking up, each man having many 
with whom he has been working for 
several years. But this is part-time 
work for them, in connection with 
other activities. In the city, the same 
part-time arrangements are made. As 
nearly as it can be figured out, the 
local “sales” work adds up to full time 
of two men. 


‘ e- Los Angeles Department of 
Water and Power is city-owned, 
and has a monopoly of power in the 
city, but withal, probably has as ag- 
gressive an array of competition as 
any utility company in the country. 

Picture the decision by an eastern 
industry that has for several years 
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been pondering a move to Los Angeles, 
with the department working on the 
case all that time. If it locates in the 
city, the department adds load. But 
there is many a slip between the cup 
and the lip—in Los Angeles. 

Within the city boundaries, entirely 
surrounded by the city, are separate 
municipalities like Beverly Hills, Cul- 
ver City, and San Fernando, and, in 
addition, areas of unincorporated 
county territory such as Universal 
City. 

If the newcomer locates in one 
of these places, the Southern Cali- 
fornia Edison Company gets a new 
customer. 


yo around the busiest Los Angeles 
industrial centers on the East 
Side, are separate municipalities, Ver- 
non, Huntington Park, South Gate, 
and many others, each actively seeking 
new industries. The difference of one 
block in the chosen location may take 
them out of bounds as far as depart- 
ment load is concerned. 

The shoestring is a_ particularly 
ticklish place that way, because it 
averages only about half a mile in 
width, and on either side leads off to 
5-mile widths of eagerly competing 
communities — Inglewood, Compton, 
Torrance. Add thriving cities—Long 
Beach, Santa Monica, Alhambra. 

In the San Fernando valley, which 
until war industry moved in was still 
definitely agricultural, the city really 
has space for growth, and the country 
atmosphere now sought by roving in- 
dustry. 

But on its eastern border there are 
the keenly competitive outside com- 
munities of Burbank, Glendale, Pasa- 
dena. 


papers or private company, 
the battle for load seems to be 
about the same. Each may think the 
other fellow has the easiest sales job. 
But with the many factors that affect 
final decisions, it would be hard to 
draw a line. 

Up to that final decision, until the 
cat is in the bag, the department uses 
all its experience and information. If 
the new factory goes out of bounds, 
there is the consolation that it has lo- 
cated in the general Los Angeles area, 
and that when men are hired, materials 
or services bought, there are no city 
borders. 

The broad view also obtains in char- 
acter of industries sought. 

In the exuberant boosting of west- 
ern communities for population, in- 
dustry, trade, and prestige, there has 
generally been a home opposition, not 
large, but always in evidence. 

“Why go after more people when 
we need jobs for those already here?” 
object these critics—generally around 
the time more promotion funds are be- 
ing raised. “Why invite more furni- 
ture factories when we make chairs, 
bureaus, and beds enough for the en- 
tire West?” 

The department’s viewpoint on that 
is illustrated by a story: 

Back in prewar days, when new in- 
dustries were more hardly won, a 
furniture manufacturer located in Los 
Angeles, and immediately began work- 
ing to bring in other furniture plants. 
Competition didn’t seem to worry him 
at all. 

The city then had a tidy region- 
al furniture trade, and apparently 
enough factories to take care of it. 
But this man wanted more, and freely 
gave his time to attract others, assist- 
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ing on their financial problems. The 
more competition he could create for 
himself, apparently, the happier he 
was. 

To those who held the view that 
enough factories in a given line were 
perhaps too many—sheer insanity. 


B” he had a sound objective. A 
regional furniture industry did 
not attract buyers from the large 
eastern cities. Whereas one with 
healthy competition in design as well 
as products, would bring in buyers 
merchandising in the national market. 

The city has been a national market 
center for a dozen years or more, and 


one of the largest vacant areas of land 
remaining near the center, the old 
circus lot, will soon have a new furni- 
ture mart in keeping with the magni- 
tude of the industry. 

This has been the story of the Los 
Angeles garment, aircraft, and other 
leading industries. Once, the West 
thought it was doing well if it had 
enough industry to bake its own bread, 
wash its own shirt, and manufacture 
enough overalls for the surrounding 
cowboys. 

That period has been outgrown. 

Today it works for more load, and 
lets the industrial newcomer take care 
of his competition. 





The Importance of Salesmanship 


¢ ‘Wi; can set up the most beautiful distribution machinery 

in the world, but it won’t move goods until the 
salesman applies the sales power that puts it into motion. 

“Unfortunately, sales power has lost that high-octane quality 

it had before the war. Salesmen have not been exempt from 

the softening up that for nearly ten years has plagued nearly 


all elements of distribution. 


“Who is going to pull American salesmanship out of the 
doldrums? In the last analysis it will have to be the salesman 
himself. But management has the responsibility of supplying 
the leadership our salesmen need. 

“The first duty of management is inspiration: to spark the 
creative urge to sell in our sales force, and in all elements of 
our distribution system. There is nothing more practical than 
inspiration, and nothing more impractical than a system which 
has not room for the human emotions which don’t quite fit 


under the heading of ‘logic.’ 


“Any large-scale improvement in the efficiency of your com- 
pany’s distribution techniques will not come from the Olympian 
analyses of the great brain who sits at the head of the organiza- 
tion, but from the cumulative contributions of salesmen and 
warehousemen and advertising men and application engineers 
who are each trying to do their job a little better.” 


—C. H. Lane, 


Vice president, General Electric Company. 
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Washington and the 


Utilities 


Lame Ducks and the Utilities 


“ia 81st Congress, moving into his- 
tory in another month, will enact no 
legislation affecting the utilities — not 
even an excess profits tax measure. 

Despite President Truman’s urgent 
request for an excess profits levy, retro- 
active to July Ist, it is not foreseeable 
that his plea will get much more than the 
completed hearings by the House Ways 
and Means Committee, and probable 
House passage. 

The Senate side of Capitol Hill will 
not move with the same speed which may 
be displayed by the House. Less respon- 
sive to pressure from labor unions and 
the left, and not emotionally stirred by 
such slogans as “Take the profits out of 
war!” the Senate Finance Committee, 
headed by Senator Walter F. George 
(Democrat, Georgia), will hold lengthy 
hearings—as lengthy as possible in the 
short time left in the “lame duck” session. 

George. a by-no-means-silent oppo- 
nent of the excess profits levy, and a real 
student of taxation, is known to regard 
the excess profits tax as unwieldy as well 
as particularly unfair to the regulated 
utilities, now operating under state laws 
and regulations which restrict their 
earnings to rather limited margins in re- 
lation to unregulated businesses. 

Even though Senate proponents of 
the excess profits levy may muster a ma- 
jority — and this is doubted — that ma- 
jority would not be of sufficient strength 
to force the proposed measure out of the 
Finance Committee prior to final ad- 
journment, which probably will come 
about December 22nd. 

In summary, it would appear that 
Senator Robert A. Taft (Republican, 
Ohio) was correct when he predicted last 








month that the “lame duck” session 
would do little more than “adjourn.” 


5 
The New Congress and Utility 


Taxation 


iy is more than wishful thinking to 
predict that the incoming 82nd Con- 
gress will give recognition to the pecu- 
liar fixed profits position of the regu- 
lated utilities in any excess profits legis- 
lation which may be written. 

The case for the utilities has been ably 
presented by representatives of the 
American Gas Association, the Edison 
Electric Institute, and more recently got 
an able “assist” from the National Asso- 
ciation of Railroad and Utilities Com- 
missioners. An NARUC subcommittee 
report on the subject demonstrated that 
the application of an excess profits tax 
similar to that of World War II to the 
utilities would reduce their earnings to 
about 34 per cent, a figure which would 
effectively block expansion as well as 
make public financing impossible. 

Close observers of the Washington 
scene incline to the view that the admin- 
istration may compromise in its demands 
for an excess profits tax and accept a 
straight 50 per cent corporation income 
tax, or a slightly smaller corporate tax, 
plus a “reasonable” tax on excess profits. 
In addition, Congress will no doubt write 
a rather tight contract renegotiation 
measure, applicable to those firms sup- 
plying defense materials and services. 

Increases in the rates on personal in- 
comes are certainties, but there is reason 
to believe they will not exceed the rates 
in effect during World War II. Ex- 
perts of the Joint House-Senate Commit- 
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tee on Internal Revenue Taxation are 
reliably reported to have cautioned the 
administration that World War II tax 
levels are the maximum the nation’s econ- 
omy can safely support. 


* 


Interior Department to Have 
Scrutiny 


| hei results bore no comfort for 
the Department of Interior which 
lost some of its staunchest congressional 
friends and picked up a severe critic. 
Two outstanding casualties were Repre- 
sentatives Cecil F. White and Helen 
Gahagan Douglas, both California Demo- 
crats. 

White, a member of the House Com- 
mittee on Agriculture, has been respon- 
sive to every wish of Interior in matters 
relating to hydro power and irrigation. 
A principal plank in his platform was the 
development of the North Fork of the 
Kings river by the Bureau of Reclama- 
tion as a part of the Central Valley proj- 
ect in the Golden state. 

Representative Douglas, who lost in 
her bid for a seat in the upper chamber, 
vigorously supported the White proposal 
and had a bill of her own on the subject. 
She has consistently gone along with 
every wish of the Interior Department. 
Although Communism and Communists 
in government were the principal issues 
in her own campaign, she also made an 
issue of the Kings river development 
proposal. 

The White and Douglas casualties in 
themselves do not constitute a broad 
repudiation of Interior’s water resources 
development policies — including hydro 
development—but it is significant that 
voters of a state having some of the de- 
partment’s largest operations should re- 
ject these two in their bid for continu- 
ance in congressional office. 


T can be expected that Representative- 
elect Frank T. Bow (Republican, 
Ohio) will be a critic of Interior’s poli- 
cies, although he may not land on the 
Public Lands Committee. Bow is be- 
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lieved to have authored the charges of 
radical affiliation which Senator Andrew 
F. Schoeppel (Republican, Kansas) 
made against Interior Secretary Oscar 
L. Chapman. These charges were more 
or less brushed aside by Senator Joseph 
C. O’Mahoney (Democrat, Wyoming), 
Interior Affairs Committee chairman, 
near the end of last session. 

The comparatively easy return of Rep- 
resentative Thomas H. Werdel (Re- 
publican, California) is another source 
of irritation to Interior. Presently on 
the Education and Labor Committee, 
Werdel may seek assignment to the 
Public Lands Committee — legislative 
committee handling Interior and Recla- 
mation affairs—where the Republicans, 
by virtue of their House gains, will be 
entitled to one more seat. 


* 
Will FPC Stiffen toward 


Interior? 


Tl cannot be said that results of the 
elections will influence the Federal 
Power Commission, yet the pointed de- 
feat of Representative White of Califor- 
nia may give the commission some pause 
in what appears to be something more 
than a tiff with the Department of 
Interior. 

White’s defeat could even be a decid- 
ing factor in a final FPC decision in the 
Kings river case in California. It is re- 
called that the commission, which had 
previously granted the Pacific Gas and 
Electric Company a license to develop 
the Kings river, reopened the case at the 
request—one might almost say, the de- 
mand—of Interior, the latter wishing to 
make the development a part of the 
Central Valley project. 

The commission could look upon the 
White defeat as ample indication that 
residents of the Kings river area prefer 
private development to public ( Reclama- 
tion) development. 

There may or may not be some signifi- 
cance in a postelection FPC examiner’s 
decision in favor of the Virginia Electric 
& Power Company’s application for a 
license for a hydro development on the 
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Roanoke river. This application was op- 
posed by Interior on the ground that it 
would interfere with the department’s 
over-all plan for development of the 
Roanoke river valley. 


> 


Valley Authorities 
. valley authority idea for devel- 


opment of the nation’s water and 
hydroelectric resources will get “no- 
where fast” in the new Congress. For 
that matter, the various valley develop- 
ment proposals made similar “progress” 
with the 8lst Congress. Out of half a 
dozen valley measures offered, only one, 
the Columbia Valley Administration, got 
to the hearing stage. And, the somewhat 
changed complexion of the incoming 
Congress indicates reintroduction of any 
of these measures would be futile. 
Senator Robert A. Taft (Republican, 
Ohio), reminded at his initial postelec- 
tion Washington press conference that 
the 8lst Congress had just about killed 
the valley authority idea, succinctly pre- 
dicted the 82nd Congress would “inter” 
it. Of course, Senator Taft does not and 
cannot speak for the new Congress or for 
his party, but his stature and influence on 
Capitol Hill are something the valley 
authority proponents will have to 
reckon with. In expressing the view 
that the incoming Congress would make 
short shrift of valley authority proposals, 
the Ohioan indicated he would oppose 
Federal spending for nondefense projects 
which could be put aside until our neces- 
sary military expenditures decline. 


¥ 


St. Lawrence-Niagara Rivers 


ly was pointed out to Senator Taft that 
Governor-elect Thomas E. Dewey 
(Republican, New York) had interpret- 
ed his reélection as governor as a man- 
date by the people of the Empire state to 
press for power developments on the St. 
Lawrence and Niagara rivers in accord- 
ance with state plans, and without let or 
hindrance from Federal sources. 
Senator Taft replied that he agreed the 


Federal government should not stand in 
the way of New York’s plans. He said 
for New York to develop the two rivers, 
and thus relieve the Federal government 
of the expense and tax responsibility, 
seemed the “logical and economical” 
course, especially when one realizes the 
enormity of present and future defense 
drains upon the Federal treasury. 

Dewey, in making his demand that the 
Federal government stand aside, said “we 
want the right to develop our water 
power at the St. Lawrence and Niagara 
rivers; we want the Washington admin- 
istration to get out of our way; we want 
them to say ‘yes.’” 


* 


REA Outlook 
Tt. Rural Electrification Adminis- 


tration will have no particular prob- 
lems in or with the new Congress, but it 
is likely, over the long run, that it will 
curtail its electrification loans because of 
defense demands for strategic materials. 
For the past few weeks REA officials 
have been aware of this eventuality and 
have focused their attention upon the 
rural telephone program, one that will 
demand less materials because of REA’s 
policy of aiding presently established 
rural systems in preference to new co- 
Operative ventures which would have to 
“start from scratch” in so far as materials 
are concerned. 


* 


Materials for Utilities 


 e National Production Authority 
and the Department of Interior ap- 
parently see “eye to eye” with respect to 
materials—aluminum, copper, steel, etc. 
—for the operating utilities. 

In its recent metals limitation orders, 
the NPA has agreed with Interior that 
cut-backs should not affect allotments to 
the utilities for the remainder of this year 
and until April 1, 1951. However, the 
cut-backs became immediately applicable 
to the manufacturers of electric and gas 
appliances, such as stoves, washing ma- 
chines, irons, fans, refrigerators, etc. 
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Showdown on EPT? 


HE House Ways and Means 

Committee has now received from 
Secretary Snyder the administration 
proposals for an EPT to raise about $4 
billion annually in taxes—about two- 
fifths of the probable tax increase to be 
sought, and one-quarter of the potential 
deficit in the fiscal year beginning next 
June, assuming the jump in military ex- 
penditures is around $20 billion. The 
“unseemly haste” with which the admin- 
istration is trying to jam through EPT 
(with one week for hearings and about 
a month for consideration by the two 
houses) seems partly a hang-over from 
election psychology, and partly due to 
the pressure of organized labor which 
apparently sees in EPT a way to shoulder 
a large part of future wage increases on 
the Treasury. In fact, labor leaders 
(AFL and CIO officials) hold that a $4 
billion EPT would not take a big enough 
bite out of profits—they favor $5-$7 
billion EPT, and would make the EPT 
rate 85 per cent (approximately the 1945 
rate) instead of 75 per cent. 

The big Republican gains in the elec- 
tion are an added incentive to rush a 
half-baked EPT through the lame-duck 
Congress. While it appears unlikely that 
the proposed EPT bill can be forced 
through both the House and Senate in 
the short session, the whole fight will 
start over again with the 82nd Congress 
next January—hence it is important for 
business, and for the utilities in particu- 


Financial News 
and Comment 


By OWEN ELY 


lar, to get their story across as quickly 
as possible, and “on the record” in one 
way or another. 


HE fact that the EPT of World War 

If was about as effective as a 
blunderbuss in aiming at wartime profits 
apparently means little to many Con- 
gressmen. The facts are that it is highly 
inefficient as a tax measure and discrim- 
inatory as to the burden laid on different 
companies and industries ; that it requires 
a huge amount of interpretation, account- 
ing, and litigation; that it directly en- 
courages labor waste and swollen expense 
accounts (subsidizing the entertainment 
industry in the big cities) ; that it taxes 
inventory profits and siphons off needed 
working capital—all these factors seem 
to be dissolved by the political magic of 
the terms “war profits” and “excess 
profits.” The fact that both Treasury 
Secretary Snyder and Commerce Secre- 
tary Sawyer are reported privately 
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opposed to EPT carries little weight in 
Democratic councils. 

The Republicans have proposed an 
alternate tax providing for either an ex- 
cess profits tax or a straight corporate 
income tax of 55 per cent, whichever is 
lower, but this is not likely to make any 
headway in the House Ways and Means 
Committee, which is expected to report 
out the excess profits tax substantially 
as the administration has proposed it. It 
expects to send it to the House itself 
on December 4th, so that it can in turn 
be sent to the Senate by December 6th. 

The Senate leader has promised to 
expedite action, but felt that the meas- 
ure would have to reach him before the 
first of the month if a law was to be 
passed this year. The staff of the House- 
Senate Committee on Internal Revenue 
Taxation has been reported in favor of 
a mild EPT, along with a boost in the 
income tax rate; but it seems unlikely 
that their views will carry much weight 
in the present session, except perhaps in 
the Senate. 


T the House committee hearings a 
long line of industry representa- 
tives opposed an EPT and favored in- 
stead ‘‘a defense profits tax” (limited to 
the wartime period) as an increase in 
the corporate tax rate, supplemented by 
excise taxes including perhaps a general 
levy on manufacturers’ sales or retail 
sales. Leon Henderson, former New 
Dealer and now economic consultant to 
the Business Committee on Emergency 
Corporate Taxation (composed of over 
100 business leaders) told the commit- 
tee that an EPT is a “built-in barrier to 


1The country’s corporations have an esti- 
mated $19 billion of profits tied up in inven- 
tories. In the first half of 1950 alone. inventory 
“profits” were $2.3 billion. Since these inven- 
tories must be replaced at going prices, these 
profits are unrealizable—yet they are subject 
to taxation, which renders replacement more 
dificult. Also, a substantial proportion of 
“profits” now being reported must be used 
to replace at much higher prices old plants, 
worn out or ohsolescent. If these profits are 
taxed at the suggested excess profits rate many 
concerns will find it difficult to make necessary 
replacements. 
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new investment”; it is also inflationary 
and not nearly so effective, in holding 
down defense profits, as contract renego- 
tiation. The New York State Chamber 
of Commerce favored a graduated retail 
sales tax, and the Committee for Con- 
stitutional Government also favors higher 
excise taxes. 

Thus it is obvious that organized busi- 
ness is not opposed to increased taxes at 
this time but it wants these to be on 
a logical and efficient basis. An increase 
in the regular income surtax rate is the 
simplest and easiest way to accomplish 
this, together with increased excise and 
luxury taxes to discourage unneeded 
consumer spending. 

One of the most serious features of 
IPT is that it threatens to handicap the 
most progressive segment of business— 
the “growth companies.” It may ham- 
string the construction program of the 
utilities while leaving the railroads 
almost unscathed. It will hurt the aircraft 
manufacturing companies which in re- 
cent years have been netting only 1.3 per 
cent of sales versus 5.4 per cent for all 
industry. While supposedly aimed at 
swollen post-Korean profits, it goes back 
to 1946 in setting up an index of “excess 
profits.” 


rR. ARTHUR SMITHIES, testifying for 
himself and five Harvard associates, 
said that under an excess profits tax new 
and growing businesses would have 
relatively low base period earnings or 
none at all, and frequently would possess 
only small amounts of invested capital. 
Consequently, he argued, most of their 
earnings would be subject to excess 
profits rates. “Thus an excess profits tax 
inevitably tends to strengthen entrenched 
corporations by placing what amounts to 
a ‘freeze’ on the economy and, even more 
seriously, to restrict severely the vitaliz- 
ing contributions of new and growing 
businesses to the economy.” 

The administration’s EPT proposal re- 
tains the two alternative methods of the 
old law. If a company elects to use the 
earnings method, the proposed 75 per 
cent tax would apply to all earnings in 
excess of 75 per cent of the so-called 
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“normal” amount, which would be an 
average of the three most profitable years 
in the 4-year period 1946-49. The regular 
45 per cent income tax rate would apply 
to the income not thus taxed. 

The tax is obviously more than an 
“excess profits” tax, since it is levied on 
25 per cent of the so-called normal earn- 
ings as well as on the excess earnings. 
This is apparently a subterfuge designed 
to avoid the very high EPT tax rate 
(90-100 per cent) which would otherwise 
be necessary to raise the desired funds. 
But the same result could be accom- 
plished far more easily by raising the 
corporate tax rate to 50 per cent or more, 
and thus avoiding the unfair penalties 
against certain industries such as utilities, 
television, aircraft, etc., and against rapid 
growth companies in all industries. 


— effort has ostensibly been made 
in the new bill to temper the applica- 
tion of EPT to the heavily bonded utili- 
ties and railroads. The text is not avail- 
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able at this writing, but according to 
Dow-Jones the new provisions would 
allow a corporation to report its invested 
capital (if it used that option) without 
including any borrowed funds. An excess 
profits tax exemption would then be com- 
puted at percentages ranging from about 
10 per cent for the first $5,000,000 of 
capital down to about 7 per cent for the 
principal amount. To the resulting 
amounts could be added another small 
credit, not exceeding 2 per cent of the 
total exemption. 

In the 1945 law taxpayers were 
allowed to include only half of borrowed 
capital in the investment, and only half 
of their interest payments in their re- 
ported earnings. This had the effect of 
increasing the over-all rate of return 
“earned” by the utility from about 6 per 
cent to 7 per cent—thus about doubling 
the amount of taxable earnings in excess 
of the 5 per cent exemption (on capital 
of over $10,000,000). 

Under the old EPT most utilities used 
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an earnings base instead of an invested 
capital base. Will they be able to do better 
in the present instance by resorting to 
the investment capital base? The new 
provision in the Treasury proposal will 
eliminate debt almost entirely in the cal- 
culation, and wiil allow two offsetting 
factors—exemption rates about 30 per 
cent higher than the old, plus the small 
credit. 

For the average medium-sized electric 
utility with capital of $100,000,000, the 
picture looked about as follows, disre- 
garding minor adjustments. The com- 
pany earns about 6 per cent on its capi- 
tal under state regulation, which is 
apportioned as follows: 


Cost of Capital 
Capital in Per 
Millions Cent Millions 
eee ee $50 3% $1.5 
Preferred Stock... 15 4 6 
Common Stock.... 35 ll 3.9 





Total or Aver. .. $100 6% $6.0 


After application of the 1945 EPT, earn- 
ings as reported for tax purposes looked 
like this: 


Amt. Earned 
Capital in Per 


Millions Cent Millions 
ee $25 3% $ .75 
Preferred Stock... 15 4 6 
Common Stock.... 35 11 9 





Total cr Aver. .. $75 7% $5.25 


HE average exemption allowed un- 

der the old EPT was about 5} per 
cent on the reported capital investment, 
as compared with the 7 per cent earned 
above whereas if debt had not been cut 
in half the exemption would have been 
5} per cent versus 6 per cent earned. 
Thus the taxable income was increased 
by the use of this device from $750,000 
to about $1,300,000 — resulting in an 
increase of 75 per cent in the tax. 

The new administration proposal 
would apparently allow a total exemption 
(including the interest credit) of roughly 
7 per cent for our $100,000,000 utility 
instead of 5.2 per cent, which would make 
the picture look about as shown in the 
following table: 


Amt. Earned 
Capital in Per 





Millions Cent Millions 
arr _ _ _— 
Preferred Stock... 15 4 6 
Common Stock.... 35 11 3.9 

ee $50 9% $4.5 


Under the new setup the estimated tax- 
able income would be about 2 per cent on 
$50,000,000, or $1,000,000 taxable in- 
come—some improvement over 1945, but 
still a handicap for the utility company 
as compared with the average industrial 
company, which has little or no debt. 
How would the proposed tax compare 
with the 1945 tax, for electric utilities? 
Assuming a 1950 invested capital base 
were used by all electric utilities, the set- 
up would be about as follows: debt $9.5 
billion, preferred stock $3 billion, and 
common stock equity $6.5 billion (50- 
16-34 per cent). The exemption would 
approximate 7 per cent of $9.5 billion 
(total preferred and common stock) or 
about $665,000,000. In the twelve months 
ended June 30th total Federal income tax 
payments by electric utilities approxi- 
mated $372,000,000 which with a 38 per 
cent rate effective would indicate taxable 
income as reported to the Treasury De- 
partment of around $1 billion (as com- 
pared with about $1.2 billion earnings as 
reported to the FPC). On this basis, 
taxable income in excess of the EPT 
exemption would approximate $335,000,- 
000, and 75 per cent of this would make 
the EPT tax $250,000,000. This amount 
would compare with total EPT of about 
$187,000,000 in each of the war years 
1943-44, and $154,000,000 in 1945. 


aS Federal income taxes from 
a 38 per cent to a 45 per cent rate 
for the calendar year 1951 would mean 
an income tax approximating $300,000,- 
000 (on the exempt portion of $1 billion 
income) resulting in total taxes on in- 
come of $550,000,000. This compares 
with the maximum wartime taxes of 
$384,000,000 in 1944. 

Such taxes would mean a reduction 
of at least 25 per cent in the balance 
available for common stockholders—and 
much more for some utilities. Most in- 
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dustrial companies could “stand” such 
a cut because dividend pay-outs are 
rather low in relation to recent huge 
earnings; but for the utilities, which 
benefit little from wartime conditions be- 
cause their increased industrial sales 
bring in only a negligible profit, such a 
cut in earnings would mean that many 
present dividend rates would be jeopard- 
ized. The results will be reflected in 
market quotations, the same as would 
drastic rate cuts, and the difficulties of 
selling $2 billion of new stock may prove 
almost insuperable. 


— H. Cottins, financial editorial 
writer for The New York Times, in 
the November 20th issue wrote an ex- 
cellent summary on “EPT (the ‘P’ Is for 
Politics).” After describing the history 
of taxation in World Wars I and II, he 
stated “the excess profits law of World 
War II [developed] numerous shortcom- 
ings in practice, but it rested, at least, on 
two sound foundation principles... One 
of these was the principle that a nation 
cannot subject corporations to steep 
wartime excess profits taxes until the 
economy has taken on a full wartime 
character. Unless prices are ceilinged 
such taxes will eventually be passed 
along in whole or part to the consumer. 
. . . The second principle is that such 
a tax must be a ‘war profits’ tax, and 
not a ‘high profits’ tax ... [Yet the 
Secretary of the Treasury submitted] 
a tax which purported to be a wartime 


excess profits tax, but which flagrantly 
violated both of the essential principles 
of such a tax; and a ruling by the 
(House) committee ... [provided] that 
no testimony would be admitted which 
departed essentially from the incongru- 
ous and sadistic version of the excess 
profits tax introduced by the administra- 
tion. 

“The proposal of the Secretary of the 
Treasury calls for a 75 per cent impost, 
which is a rate that could be justified, 
even if it were confined to windfall 
profits, only in an economy that was 
functioning under price and wage con- 
trols. But that is only part of the indict- 
ment. Because of a ‘sleeper’ in this 
measure (a single paragraph at the bot- 
tom of page 18 of Mr. Snyder’s 19-page 
statement to the committee) the real 
effect of the plan would be to take as 
a basis for the tax, not the years 1946- 
1949, the ostensible “base period,’ but the 
last war year, 1945. That is the effective 
result produced by this ‘sleeper’ pro- 
vision, which would exempt recent peace- 
time earnings from the effects of the tax 
only up to 75 per cent. The Snyder pro- 
posal is so set up as to appear compara- 
tively innocuous; actually it would raise 
the tax burden on American corpora- 
tions, even at this early stage of the arms 
effort, to a level well above that to which 
they were subjected at the peak of World 
War II. It would do this because it is 
not a real war profits tax, but a war 
profits tax superimposed upon a dis- 





UTILITY SECURITIES—CURRENT “YIELD YARDSTICKS” 





U. S. Long-term Bonds—Tax-exempt ... 
—Taxable me 
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Latest available Moody indexes are used for utility bonds and preferred stocks; 


Standard & Poor's indexes for government 


1950 Range 1949 Range 
Recent High Low High Low 
1.34% 1.38% 1.24% 182% 1.36% 
2.38 2.40 2.15 2.40 2.14 
. 2.65 2.68 2.55 2.77 2.56 
2.71 2.74 2.63 2.84 2.64 
2.85 2.87 2.75 3.02 2.77 
3.21 3.21 3.14 3.45 3.15 
3.78 3.82 3.7 4.02 3.80 
4.23 4.23 4.13 4.57 4.19 
6.00 6.14 5.31 6.26 5.58 


bonds and utility common stocks. 
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guised increase in the regular corporate 
income tax.” 

It is hoped that the tax position of the 
utilities in Congress will be strengthened 
by the special efforts of the joint EEI- 
AGA committee in presenting its well- 
prepared story to the House com- 
mittee. However, the recommendations 
of NARUC may carry more weight since 
that organization is not normally pro- 
utility. A special NARUC committee, 
headed by Commissioner Justus F. Crae- 
mer of the California commission, urges 
that Congress consider the “reasonable 
return” fixed by the regulatory commis- 
sions as the basis for computing normal 
and reasonable earnings before levying 
an excess profits tax. 
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Outlook for Utility Financing 
In 1951-53 

1cE President Busch of General 

Public Utilities, at a recent account- 
ing conference of the Southeastern Elec- 
tric Exchange, presented an interesting 
statistical summary as to the construction 
programs and financing needs of all U. S. 
electric, gas, and telephone companies 
during 1951-53. The electric companies 
are expected to spend $2.3 billion in each 
year and the telephone companies $1.25 
billion. The gas industry, while planning 
to spend about $1 billion next year, will 
curtail to about $.4 billion in 1952 and 
$.3 in 1953. 

Some 30-40 per cent of all this money 
can be generated internally through de- 
preciation accruals, retained earnings, 
etc., he estimated, with the balance to be 
raised through the sale of new securities. 
The electric and telephone companies 
would raise half of the amount through 
debt securities, and the gas companies 
some 60 per cent. As to preferred stock 
sales, the electric companies would issue 
only 5 per cent and telephone companies 
about 4 per cent. Both electric and gas 
companies would raise 35 per cent of 
their needs through common stock sales, 
while the telephone companies would 
raise 46 per cent. 

Regarding the sale of debt securities, 
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Mr. Busch pointed out that the large life 
insurance companies have increased their 
holdings of utility bonds by over $1.8 
billion in 1948 and over $1 billion in 
1949. Since these companies have some 
$4 billion cash to invest annually there 
would seem to be an ample market for 
new utility debt securities. 


| gener life insurance companies’ 
purchases of preferred stocks, these 
were comparatively small in 1947-48 but 
in 1949 amounted to $125,000,000 (net) 
and in the first half of this year were 
at the annual rate of $174,000,000. With 
the increased demand from other insti- 
tutional buyers such as pension funds, 
fiduciary trustees, etc., the utilities could 
probably sell their estimated amounts of 
about $300,000,000 in 1951 and some- 
what smaller amounts in the two years 
foliowing. 

Of the equity financing considered 
necessary in 1951, Mr. Busch estimated 
that the electric and gas companies would 
sell about $800,000,000 common stock, 
while the telephone companies would sell 
about $300,000,000 convertible deben- 
tures (which are popular with certain 
institutions), with only about $50,000,- 
000 straight equity financing. Where 
would these common stocks be placed? 
Life insurance companies increased their 
holdings of utility common stocks by only 
$7,000,000 in 1948 and $17,000,000 in 
1949, but in the first half of 1950 their 
holdings were increasing at the annual 
rate of $54,000,000. The investment 
trusts now own an estimated $1.4 billion 
common stocks, but only about $110,- 
000,000 (8 per cent) of these are utility 
stocks. These companies are probably in- 
creasing their investments at the rate of 
about $300,000,000 a year, based on the 
growth in the past three years. On this 
basis investment trusts might be expected 
to absorb some $25,000,000 a year in 
utility stocks, we estimate on the basis 
of Mr. Busch’s data. While other insti- 
tutions such as pension and trust funds 
and British-Scotch trusts would also take 
some utility common stocks, it seems 
obvious that most of the utility sales must 
continue for the present to be made to 
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individuals — largely to present stock- cessfully sold $623,000,000 common 
holders through subscription rights. In stock and in the first half of 1950 sales 
1949 the electric and gas companies suc- were at an annual rate of $720,000,000. 


e 


CURRENT UTILITY STATISTICS AND RATIOS 


Amount 
Latest Latest 
Unit Used Month 12 Mos. 
Operating Statistics (September) 
Output KWH—Total ............ Bill. KWH 27.8 315.2 
pe errr $2 7.5 = 
Steam-Generated .....cccccccesces 3 20.3 — 
0 Pee eee Mill. KW 66.9 — 
WG BE CARI) 66 cn ccccccess = 55.3 as 
SR NS ND onc casaveussenenen Mill. tons 7.8 — 
OE See eer Mill. MCF 60.3 — 
SO ae eee eee Mill. bbls. 6.0 —- 
0 EO EN are ee ee Mill. tons 29.6 -- 
Customers, Sales, Revenues, and Plant (August) 
KWH Sales—Residential ......... Bill. KWH 3.7 48 
Commercial ........ < 3.4 38 
Industrial ........¢ vi 10.5 110 
Total, incl. mise. .... ” 24.2 271 
Customers—Residential ........... Mill. 28.3 — 
es eee " 4.2 — 
errr 7 5 a 
ora = 35.2 ~ 
Income Account—Summary (August) 
Revenues—Residential ............ Mill. $ 113 1,434 
COUMOICIE 6. ccc iecise se 93 1,075 
SO ra “ 116 1,264 
Total, Incl. Misc. Sales . i 359 4,172 
Sales to Other Utilities . - 32 379 
Misc. Income .......... = 8 201 
Expenditures 
NN hg geen d hha ala aha ging " 68 725 
ET (55 bvidaeenaneden edsnee sada si 78 890 
PN SI 6c ece-cusnioewewnees ss 209 771 
DIENER: ic cc0csecsusweeuawas ss 36 418 
, | RE Sea ees een - 78 856 
EE OE aa 22 254 
Amortization, fC. ......cscccsccce - 1 22 
DD obvi cions ccs execcnuns “s 53 818 
Preferred Div. (Est.) ............ - 9 108 
Bal. for Common Stock (Est.) . ” 44 710 
Common Dividends (Est.) ........ - 41 489 
Balance to Surplus (Est.) ........ - 3 221 
Electric Utility Plant (August) - 18,408 = 
Reserve for Deprec. and Amort. .. - 3,809 — 
Net Electric Utility Plant ........ > 14,599 ae 
Utility Financing (September) * 
EEE ee ” 112 2,029 
DEE catctarkenddabannrsedennuee . 25 582 
ee rie “ 137.2611 
Life Insurance Investments (January Ist- November 11th) 
SE MED. sicvcccscsecsacscses 1,112 
ED ik ctvkececncdenncens . _ 163 
| eee eee 1 — 1,275 
Per Cent of All Investments .... as _ 19% 


D—Decrease. *Data for all utilities (electric, gas telephone, etc.), 
issues. **Nine months ended September 30th. 
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les RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
0. 11/16/50 Indicated Share Earnings?! — Div. 
Price Dividend Approx. Cur. Prev. %In- ings Pay- 
About Rate Yield Period Period crease Ratio out 
Natural Gas—Retail 
C Arkansas Natural Gas ..... ll $ .60 5.5% $1.26d $144 D6 8.7 48% 
se O Atlanta Gas Light......... 23 1.20 5.2 2.23je 182 23 103 54 
st O Central Elec. & Gas ....... 10 80 8.0 l.l4ag 1.03 11 88 70 
- S Columbia Gas System ..... 12 Be 6.3 1.15s 81 42 104 65 
: © Consol Gas Uta. ....600s. 12 75 6.3 148ju 1.72 D114 8.1 51 
. S Consol. Nat. Gas .......... 47 2.00 43 4.69s 3.51 34 100 43 
o @ Bemttale Gas 2. .ciccccess 21 1.30 6.2 2.15s — _— 98 60 
O Houston Nat. Gas ........ 15 80 5.3 1.06ju 145 D27 142 75 
O Indiana Gas & Water ...... 21 1.20 Sa 2.13s 1.64 30 99 56 
O Kansas-Neb, Nat. Gas ..... 17 1.10 6.5 1.63d  =—:1.55 5 104 67 
DE GO he sccvccnvecs 7 .20 2.9 80s 67 19 88 25 
ee eee 25 1.20 48 2.15s 1.74 24 116 56 
O Minneapolis Gas ......... 17 1.00 5.9 1.55s 86 80 110 65 
OS eee 39- 2.20 5.6 3.60d 2.05 76 108 61 
O Mobile Gas Service ....... 27 1.60 5.9 3.03je 2.36 28 89 53 
S Montana-Dakota Util. ..... 12 .80 6.7 1.36s 1.36 _— 88 59 
0 C National Fuel Gas ........ 12 80 6.7 1.20s 74 62 100 67 
O National Gas & Oil........ 6 40 6.7 58d 140 D59 103 69 
C Okla. Natural Gas ........ 29 = 2.00 6.9 3.00ag 3.38 Dil 9.7 67 
> PRE LA 60 ccc cece 50 3.00 6.0 5.0ls 3.18 58 10.0 60 
C Pacific Pub. Service ...... 14 1.00 71 2.08d 3.21 D50 6.7 48 
S_ Peoples Gas L. & Coke .... 117 6.00 5.1 10.67s 6.84 56 110 56 
C Rio Grande Valley ........ 2 2 6.0 19d 20 — 105 63 
© Rockland Gas ....<cscces 35 1.70 49 441d 2.73 62 7.9 39 
O Southern Union Gas...... 20 80 4.0 1.58je — — 127 51 
b O Southwest Nat. Gas ...... 6 (a) — .28s .22 724 = 
fl. eee 19 1.00 5.3 1.545 1.30 18 123 65 
S Washington Gas Light .... 26 1.50 58 3.26s 1.10 196 8.0 46 
ea 5.8% 10.4 
Natural Gas—Wholesale and Pipeline 
S American Natural Gas .... 29 = $1.20 41% $2.27s $1.44 58 128 53% 
. O Commonwealth Gas ....... 10 15 15 62d 68 D9 161 24 
° S_ El Paso Nat. Gas ......... 24 1.40 5.8 1.90s 1.84 3 126 74 
O Interstate Nat. Gas ....... 35 2.50 7.1 2.50d 2.03 23 14.0 100 
O Mississippi River Fuel .... 34 = 2.00 5.9 3.24s 1.99 63 10.5 62 
O Missouri-Kansas P.L. ..... 43 1.60 3.7 424d 132 221 101 38 
O Mountain Fuel Supply .... 17 .60 3.5 91d 91 — 187 66 
S Northern Nat. Gas ........ 30 1.80 6.0 2.53je 2.35 8 119 71 
S Panhandle East. P.L....... 44 2.00 4.5 2.66s 2.36 13 16.5 75 
S Southern Nat. Gas ........ 36 2.30 6.4 3.87s 3.00 29 93 59 
O Tenn. Gas Trans, ......... 25 1.40** 5.6 1.46s 1.24 18 17.1 9% 
O Texas East. Trans, ........ 17 1.00 5.9 1.80s 1.41 28 94 56 
O Texas Gas Trans, ......... 16 — — 1.18je 76 655 13606 — 
POORER, ov. cccccisisnes 5.0% 13.3 
Manufactured Gas—Retail 
rrr 23 $1.40 6.1% $1.88d $1.60 18 122 74% 
O Brockton Gas Lt. ......... 20 1.40 7.0 1.48d 4. 244 13.5 95 
2 S_ Brooklyn Union Gas ...... 3602.25 6.3 4.39m —- — 82 46 
are 35 2.00 5.7 2.67d 1.85 44 131 75 
O Haverhill Gas Lt. ......... 29 1.80 6.2 1.96s 2.16 D9 148 92 
O Jacksonville Gas .......... 30 1.40 4.7 477d 612 D22 6.3 29 
y C Kings County Ltg. ........ 8 40 5.0 64d —- — 125 63 
. O New Haven Gas Light .... 27 1.60 5.9 170d 176 D4 159 94 
© Providence Gas ......ccces 9 60 6.7 56d 73 D30 16.1 107 
a ° 13 60 4.6 1.49d 70 = 113 87 40 
O South Jersey Gas ......... 13 — “= Ald 38 9 _-_ — 
ing S United Gas Improvement .. 27 ~—s:1.40 52 205s 1.91 7 132 68 
peer rerer er 5.8% 12.2 
837 DEC, 7, 1950 





PUBLIC UTILITIES FORTNIGHTLY 








RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES 


11/16/50 Indicated Share Earnings? 








Price- 
Earn- 


Div. 


Price Dividend Approx. Cur. Prev. [%In- ings Pay- 








About Rate yield Period Period crease Ratio out 

Communications Companies 

Bell System 
S Hamer. Te: O TG. occccccs 151 $9.00 6.0% $11.98ag* $8.91* 34% 126 75% 
O Cinn, & Sub. Bell Tel. .... 69 4.50 6.5 480d 3.76 28 144 94 
C Mountain St. T. & T. .... 101 6.00 5.9 7.02s 6.86 2 144° 85 
C New England Tel. ........ 96 4.75 49 11.36s 5.85 94 85 42 
S Pacitie Td. @ Te. ........ 102 7.00 6.9 8.55ag* 6.08* 41 119 82 
O So. New Eng. Tel. ........ 33 1.80 5.5 205d 1.91 7 16.1 8&8 

TS oa caencxaeoees 6.0% 13.0 

Independents 
O Central Telephone ........ 11 $ 80 7.3% $1.23s $1.18 4% 89 65% 
S General Telephone ........ 28 2.00 7.1 2.11s 1.55 36 «613.3 95 
© BOE BO occ csc 42 2.50 6.0 469d 4.71 — 90 53 
© Rocmenter Fen 2.06 cesses ll .80 7.3 1.62ag — — 68 49 
Transit Companies 
O Chicago S.S. & S.B....... 11 $1.00 91% $ 91d $140 D35% 12.1 110% 
CP Ge Be BR ba va siccacecas 5 30 6.0 84d 77 9 7.0 36 
O Dallas Ry. & Term. ...... 10 1.40 14.0 139d 2.27 D39 7.2 101 
O Duluth Sup. Trans, ...... + —_ _ 79d 44 80 51 — 
S Greyhound Corp. ......... 10 1.00 10.0 1.31s 1.35 D3 76 76 
O Los Angeles Transit ...... 4 50 12.5 84d 93 D10 48 60 
ee eee 9 1.00 11.1 1.75d 1.97 Dll a. = 
ae “Se eee 7 50 7.0 48d 70 D31l 146 104 
O Syracuse Transit ......... 18 2.00 11.1 624 140 DI3 — 323 
> CR TO oe ccs ciovns 3 — -- 55d 13 246 55 — 

PE Sb cciises Giccus 10.1% 7.7 
Water Companies 

Holding Companies 
S Amer. Water Works ...... 5 $ .60 6.7% $1.0ls $ 92 10% 89 59% 
O N. Y. Water Service ...... 168 4.00 2.4 10.67je 6.19 72 15.7 37 

Operating Companies 
O Bridgeport Hydraulic .... 32 $1.60 5.0% $1.57d $1.78 D12% 20.4 102% 
O Calif. Water Serv. ........ 27 2.00 7.4 2.76s 2.42 14 98 72 
O Elizabethtown Water ..... 106 6.00 5.7 8.37d 6.89 oa FF @ 
S Hackensack Water ....... 31 1.70** 5.5 3.35d = 2.79 20 93 51 
O Indianapolis Water ....... 18 80 4.4 1.33d 142 D6 13.5 60 
O Jamaica Water Supply .... 22 1.50 6.8 1.76s 67 163 12.5 8&5 
O Middlesex Water ......... 53 3.00 5.7 487d 494 D2 109 62 
O New Haven Water ....... 58 3.00 5.2 345d 3.61 D4 168 87 
O Ohio Water Serv. ....... 19 1.50 7.9 1.67je 2.15 D22 114 90 
O Phila. & Sub. Water ...... 25 80 3.2 3.49d 3.01 16 7.2 23 
O Plainfield Union Wt. ..... 64 4.00 6.3 5.09d 5.02 1 126 79 
Bee FO0e WOO vccccescss 32 2.00 63 2.96s 281 5 108 68 
O Scranton-Spring Brook ... 12 70 5.8 1.08je 81 3 lll 6& 
O Southern Cal. Water ...... 9 65 7.2 73s 79 D& 123 89 
O Stamford Water ......... 55 2.00 3.6 2.35d 2.21 6 23.4 85 
O West Va. Wt. Service .... 15 1.2 8&0 1.22s 138 D112 123 98 

ere 5.9% 12.9 

D—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New 


York Stock Exchange. *Based on average number of shares outstanding. **Also 25 per cent 
stock dividend. Based on shares outstanding June 30th. #In order to facilitate comparisons, 
earnings are calculated on present number of shares outstanding, except as otherwise indicated. 
(a) Stock dividend of 50 per cent payable July Ist, and cash of 10 cents payable same date 
(on new stock): 25 cents paid in 1949. d—December, m—March. ap—April. my—May. 
je—June, ju—July. ag—August. s—September. 
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~~ of the current opinions of na- 
tional co-op leaders on important 
power topics are reflected in a recent 
report in the New Orleans Times- 
Picayune covering a regional meeting of 
rural electrification cooperative officials 
from Louisiana, Arkansas, Oklahoma, 
and Missouri. Also present at the meet- 
ing were Claude R. Wickard, Rural 
Electrification Administrator, Clyde T. 
Ellis, executive manager of the National 
Rural Electric Codperative Association, 
and Clark T. McWhorter, association 
president. 

Wickard, arguing the necessity for the 
portion of the REA Act providing gov- 
ernment loans for construction of gen- 
erating stations by rural electrification 
associations, said in some instances, es- 
pecially in the Southwest, it was neces- 
sary to find a new source of power be- 
fore the REA could proceed with area 
development because existing power 
sources either were too limited or too 
costly. He asserted : 


You've been told, that through your 
operations “somebody” is being put 
out of business. Do you know of any 
private electric company that is doing 
less business today than in the past? 

On the contrary, you have devel- 
oped new markets for electric energy, 
and where ten years ago the REA’s 
were spending $2,000,000 in the pur- 
chase of power from private com- 
panies, they are today spending $50,- 
000,000. They ought to stop talking 
that way, because there is more busi- 
ness today than either side can handle. 

The fight is getting stronger, be- 
cause your demand is increasing. Your 
business is getting more prosperous. 
You are showing them how cheaply 
plants can be built and power can be 
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distributed. The question is whether 
the people are going to continue to get 
the benefits of hydroelectric develop- 
ment. 


Wickard warned the cooperatives that 
they must avoid going beyond congres- 
sional limitations in making application 
for generating and transmission loans. 
He outlined recent congressional action 
on the subject : 


The Senate committee report on the 
Appropriations Bill brought out the 
fact that much more money was cur- 
rently going for generation and trans- 
mission loans than in previous years, 
and suggested that REA should not 
make loans for generation and trans- 
mission facilities, unless the power 
companies in the area are unwilling to 
make power available at reasonable 
rates within a reasonable time. 

There was discussion on the Senate 
floor which tended to clarify this is- 
sue but the matter was further clarified 
in the conferees’ report which was 
adopted in both houses. This report 
said the REA is expected to exercise 
its power generation authority only in 
line with its announced policy and the 
law. 


‘a top REA official then noted that 
the REA was more or less “on its 
honor” in administering this congres- 
sional interpretation of its authority. He 
continued : 

I think it is most helpful to have 
the Congress be so explicit in this con- 
troversial matter. It is also gratifying 
to know that the Congress has put its 
approval upon REA’s policy on gen- 
eration and transmission loans. How- 
ever, I do not think we should over- 
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look the fact that in a manner the 
REA has been put on its honor to ad- 
here strictly to its policy, and I assure 
you that, as we have in the past, we 
will conscientiously try to do that very 
thing. 

This policy, as you know, calls for 
making loans for generation and trans- 
mission facilities only when such fa- 
cilities will solve a power problem or 
bring about an economy in the whole- 
sale power cost to the codperatives. I 
recognized that, though this policy 
seems to be widely accepted, there does 
seem to be a considerable divergence 
of opinion as to whether REA is prop- 
erly administering the program under 
this policy. 


He also warned of the possibility of 
REA losing control of the program when 
he said: 


If the evidence should indicate that 
REA is not carefully adhering to the 
policy, our critics may be successful in 
convincing Congress that some other 
agency or method should be tried, 
other than leaving it to REA’s discre- 
tion. 


foo T. Ettis, executive manager 
of the national association, de- 
scribed the situation brought about in 
Congress with respect to construction by 
the codperatives of plants to generate 
electricity as “our most serious prob- 
lems,” charging it to opposition efforts 
“to restrict our right to build our own 
generating plants.” 

He pointed out that an Agriculture 
subcommittee had proposed a report that 
read: 


The committee is somewhat con- 
cerned by the large increases in the 
proportion of funds made available 
that is devoted to loans for generating 
and transmission facilities. The com- 
mittee believes that no loan should be 
made for construction of such facili- 
ties unless in areas where private 
power companies cannot or will not 
furnish adequate power at reasonable 
rates and within a reasonable time. 
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He said that members of codperatives 
acted on information from their Wash- 
ington office to make their views known 
to their Senators as a result of which the 
conference report substituted the follow- 
ing paragraph in place of the one object- 
ed to by the REA’s: 


REA is expected to exercise its 
power generation authority only in 
line with its announced policy and the 
law. 


Ellis went on: 

It must be admitted that the rural 
electrics did not gain any ground in 
that battle. We came out of it with 
the same REA policy regarding loans 
for generation, a policy which many 
of our people feel is entirely too con- 
servative and restrictive already, far 
more restrictive than the language of 
the REA Acct itself. 


Discussing the public power programs 
of the Department of the Interior and 
of TVA, Ellis said the program had 
several “close calls” in Congress but 
after many “savage” attacks came 
through surprisingly well. 


LLIS then discussed the Hardy Com- 

mittee of the House, currently in- 
vestigating the REA program. Of the 
committee he said : 


The committee has finally issued a 
printed report which I understand is 
mailed to all systems. It must have 
been a shock to the power companies 
that the committee’s conclusions were 
generally favorable. I say “generally 
favorable,” for it criticized half a 
dozen cooperatives on matters which 
REA had already investigated and 
corrected. 


The NRECA executive expressed 
concern over the committee’s decision to 
look further into the REA’s generation 
and transmission program. He added: 


Now the committee announces it 
will study REA’s generation and 
transmission loans. Why, I don’t 
know. We don’t know what the 
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“BUT LADY, I CAN’T GIVE YOU A DEMONSTRATION EVERY FRIDAY... YOU 
GOTTA MAKE UP YOUR MIND!” 


charges are. Two Senate committees 
have already investigated the genera- 
tion program this year—and no new 
loans have been made since. 


Ellis then stated that the power com- 
panies have been successful recently in 
efforts to turn labor against the REA as 


a result of which the sale of power has 
been questioned by the Utility Workers 
Union of America (CIO) and the execu- 
tive council of the International Brother- 
hood of Electrical Workers (AFL). 
He added that power and rural elec- 
trification programs have always had the 
support of representatives from indus- 
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trial cities and that unless the support of 
labor can be held in Congress “we will 
have troubles on our hands even greater 
than now.” 


fap ne ng with the New Orleans 
4 meeting A. B. Paterson, president 
of New Orleans Public Service Inc., and 
W. O. Turner, president of the Louisiana 
Power & Light Company, denied asser- 
tions attributed to REA Administrator 
Wickard, NRECA Executive Manager 
Ellis, and President McWhorter of the 
association. Paterson said: 


There is no power shortage now in 
New Orleans, neither was there any 
during the last war. We were always 
able to provide electricity, for all com- 
panies producing implements of war 
as promptly as they made application 
for it—this besides meeting all local 
needs. We still can. 


Paterson went on to point out that “it 
has been the policy of New Orleans Pub- 
lic Service Inc., ever since 1922, to keep 
adequate power-generating facilities well 
in advance of requirements. 

“The Market street and the Industrial 
canal generating plants of New Or- 
leans Public Service Inc. give this area 
a generating capacity of more than 32 per 
cent above its peak demands. 

“The south-central region, which in- 
cludes Louisiana, has a generating ca- 
pacity 24.3 per cent above the present 
peak demand, and, by 1952, will increase 
that reserve to an estimated 32.3 per 
cent. For the nation, the excess generat- 
ing capacity is 12 per cent. That is 
shown in the statistical studies of the 
National Security Resources Board of 
this year.” 

He noted that with reference to the 
statements that Louisiana has high elec- 
tric rates and pointing to the saving the 
people would make if TVA rates were 
in effect: they failed to make allowance 
for all the interest and the taxes which 
private utilities pay and which govern- 
ment operations like TVA avoid. 

“The TVA report for the year ended 
June 30, 1949, shows that TVA paid in 
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lieu of taxes $2,050,437 that year and 
$534,373 in interest. If TVA had paid 
in state and Federal taxes proportion- 
ately as much as New Orleans Public 
Service Inc. paid in taxes per kilowatt 
hour of power generated, it would have 
paid $41,523,292 instead of $2,050,437, 
as claimed ; and if it had paid interest on 
investment at the long-term rate of 2} 
per cent, it would have paid $11,818,675 
instead of $534,373. On these two ad- 
justments alone it would have shown for 
the year’s operation, not a net gain of 
$20,944,415, as reported, but a net loss 
of $29,812,742. 

“In other words, the people of the 
city of New Orleans and the state of 
Louisiana are, with the rest of the na- 
tion, subsidizing TVA so the people in 
the TVA area can be given electric scrv- 
ice for less than cost. 

“It would be a great thing if Louisiana 
and New Orleans could keep their share 
of that tax subsidy for enhancing the 
public services here.” 

Mr. Turner made the following state- 
ment: 


The rates charged the farmers by 
my company, the Louisiana Power & 
Light Company, are lower than those 
charged by the REA cooperatives. 

There are 129,295 farms in 
Louisiana. According to the Edison 
Electric Institute’s statistics as of De- 
cember 31, 1949, 115,300 of these 
farms have been electrified. Of that 
total, 61,478 or 53.3 per cent are be- 
ing served by privately owned utility 
companies; 52,477, or 45.5 per cent 
by the REA, not the 84.9 per cent as 
claimed by Mr. Wickard; and 1,375 or 
1.2 per cent by municipalities. 

| 


J oun Brapy, president of the Louisi- 
ana Telephone Association, told the 
rural electrification cooperative repre- 
sentatives that independent telephone 
companies and the Bell system have de- 
cided to do the job of taking phone serv- 
ice to the rural areas in Louisiana. Brady 
said : 
While the economic life of the 
United States is at a higher level than 
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WHAT OTHERS THINK 


ever before, the telephone industry is 
suffering from the law of diminishing 
returns. The greater the investment 
in equipment, the larger the number 
of customers, the smaller is the profit 
percentage. 

Passage of the rural telephone loan 
bill is a needed shot in the arm for our 
industry. We are getting a transfusion 
that could not have happened in any 
other way. 


Of the 34 independent telephone com- 
panies in the state, he declared, 28 have 
already made applications for govern- 
ment loans to improve their plant and 
extend into rural areas. The loan fund 
voted by Congress is under the direction 
of the Rural Electrification Administra- 
tion, which was originally established to 
push electrification of farm homes. 


—D. T. B. 





New Underground Gas Reserves 


N™ underground gas storage reser- 
voirs are being sought in the Mid- 
west to ease winter space-heating supply 
problems. The Texas Illinois Gas Pipe- 
line Company recently received permis- 
sion to start drilling tests to see if an 
underground layer of sandstone in Kan- 
kakee county, Illinois, is suitable for 
storing natural gas. Texas Illinois is an 
affiliate of Peoples Gas Light & Coke 
Company of Chicago. 

James F. Oates, Jr., chairman of both 
companies, has recently issued a state- 
ment describing the contemplated opera- 
tions. 

Oates said that natural gas transmit- 
ted by the new line Texas Illinois is 
building from the Texas Gulf coast fields 
to the Chicago region would be stored 
for use in cold weather when demand 
“reaches spectacular peaks.” He went on: 

Such a storage field could well prove 
the solution to Chicago's present win- 
ter gas supply problems, and could 
eventually provide space-heating serv- 
ice for the more ihan 90,000 families 
who are on the waiting list for gas 
heat. Underground storage, if it is 
found feasible in a region near the 
pipe-line terminals, would be far more 
economical than the construction of 
additional long-distance pipelines. 


Oates stated that geologists and gas 
engineers will begin drilling tests im- 
mediately, with the first step the drilling 
of a series of ten to fifty shallow holes 
along highway rights of way to determine 


the geological structure of the area. After 
this, one or two deep holes will be drilled 
to the sandstone stratum to determine its 
characteristics. The utility official then 
explained : 

If the formation, which is 1,600 feet 
below ground level, meets all the re- 
quirements, the Texas Illinois Com- 
pany will employ the “water bubble” 
method of storing the gas in the sand- 
stone deposit. Natural gas from the 
pipeline would be pumped into this 
deposit under sufficient pressure to 
displace the salt water, creating a huge 
reservoir of stored gas. 


ep asserted that if the area meas- 
ures up to expectations of geologists 
and the sandstone method or a similar 
one is adopted it would prove an im- 
portant step in the program of Peoples 
Gas and affiliated companies to solve gas 
supply problems developed since World 
War II in the Chicago area. 

The official then noted the capacity of 
the new pipeline and the opportunity to 
increase the effectiveness of its supply 
when he said : 


The new $130,000,000 Texas IIli- 
nois pipeline, which is scheduled to be 
completed late in 1951, will have an 
initial capacity of more than 374,000,- 
000 cubic feet of natural gas daily. The 
effectiveness of its supply capacity for 
meeting the requirements of year- 
around customers will be multiplied 
several times if extensive volumes of 
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its output can be stored and held for 
periods of peak use. 


Michigan Consolidated Gas Company 
and East Ohio Gas Company are using 
exhausted gas and oil wells for storage 


of natural gas in the Detroit and Cleve- 
land areas. Underground fields, similar 
to the one planned by Texas Illinois, are 
in operation elsewhere in the country. 


—D. T. B. 





Water 
Se U. S. Bureau of Mines has dis- 


closed tentative plans for a 300-mile 
water tunnel system to drain more than 
100 underground lakes in eastern Penn- 
sylvania into the Atlantic ocean. It would 
make available vast anthracite reserves. 
Such a tunnel is estimated to cost $1,- 
000,000 or more a mile. 

Water from the pools has filled hun- 
dreds of abandoned mines and is hamper- 
ing progress in many other mines 
throughout the Pennsylvania anthracite 
region, a key source of fuel for the eastern 
United States. 

Simon H. Ash, chief of the bureau’s 
safety division, has stated that such a 
tunnel would drain off a stream of fresh, 
potable water larger than the Susque- 
hanna river. He said this water could be 
piped to provide a city such as Reading, 
Pennsylvania, with all the water it might 
ever need, or to supply heavily industrial- 
ized areas such as Baltimore, Philadel- 
phia, or New York city with great quan- 
tities of clean water. 

The tunnel also would have a great 
hydroelectric potential after the anthra- 
cite fields were depleted. Because of the 
key nature of the anthracite industry in 


Tunnel 


the economy of the eastern seaboard, no 
power development would be proposed 
that would compete with hard coal. 

The tunnel could be built from the an- 
thracite area to tidewater as far north as 
Perth Amboy, New Jersey, or as far 
south as the Havre De Grace, Maryland, 
area. 

However, the bureau now believes that 
a route from Glen Lyon, Pennsylvania, 
and the Scranton, Scranton-Wilkes- 
Barre areas, under the Hazleton, Penn- 
sylvania, area and into the tidewater sec- 
tion of the Susquehanna river below 
Conowingo, Maryland, would provide the 
best drainage from the deepest pools. 

The Bureau of Mines already is mak- 
ing a preliminary study of this route. 

Mr. Ash has estimated the cost of the 
project at from $300,000,000 to $500,- 
000,000. 

A tunnel drainage project would un- 
cover sufficient anthracite reserve to at 
least double prospective output to 10 
billion tons worth $80 billion, he said. 

The proposed tunnel would have a 
250-foot drop from the anthracite area 
to sea level, and in the Hazleton area 
would be about 1,500 feet underground. 





“Cold Steam” 


gh “cold-steam” locomotive was a 
major topic of conversation among 
railroad fans in Minneapolis recently. 

Powered by “dry ice,” the model loco- 
motive, built to one-quarter of an inch 
to a foot scale, was demonstrated before 
several hundred persons over the right 
of way of the Twin City Terminal Rail- 
way in the model rail exhibition room 
in the Union depot. 

The first of its kind ever constructed, 
the engine is propelled by the vapors of 
dry ice. 
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Locomotive 


A pressure of 48 pounds is gen- 
erated and the miniature locomotive can 
pull a string of 72 model freight cars at 
90 scale miles per hour. 

When “fueled” with 17 ounces of dry 
ice, which is carried in a car behind the 
tender, the engine will operate continu- 
ously for nearly four hours. It was de- 
signed and built by Emil Vollender, of 
Sacramento, California, and its propo- 
nents express belief this type of power 
may become universal on railroads, be- 
cause of economical factors. 
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In General 


Falck Leaves NSRB 


| apg Fatck, consulting engineer 
of Washington, D. C., recently re- 
signed as director of the Office of En- 
ergy and Utilities of the National Securi- 
ties Resources Board. He is succeeded 
by Major General Everett S. Hughes, 
USA (retired). 

Falck served the board since 1948 
without compensation, presumably on 
an intermittent basis, but the work 
rapidly developed into an almost full- 
time job, leaving too little time for his 
private business. 

It was under Falck’s direction that 
NSRB’s utilities section developed and 
catalogued in minutest detail the elec- 
trical power resources and potentialities 
of the nation. A tireless worker, he 
brought about effective cooperation be- 
tween government and industry in the 
field of electric power as related to pro- 
duction for peace as well as for war. 

In his letter of resignation, Falck ex- 
plained that the scope of the work of the 
director had reached the point where it 
requires someone who can arrange to de- 
vote his full time and energy to it. This 
he was not in position to do, Falck said, 
adding that his services would always be 
available as a consultant. 

NSRB Chairman W. Stuart Syming- 
ton paid tribute to Falck’s abilities and 
his unselfish service to the government. 
Symington also accepted Falck’s offer of 
availability as a consultant. 


New Congressional and 
Other Alignments 


Ta incoming 82nd Congress, which 
will have 234 Democrats, 199 Re- 


publicans, one Democratic-Liberal, and 
one Independent in the House, and 49 
Democrats and 47 Republicans in the 
Senate, will have new committee align- 
ments of interest to the utilities. 

In the Senate, the Republicans can 
gain one seat on the Public Works 
Committee and one on the Interior and 
Insular Affairs Committee, if the lead- 
ership desires. The Republicans also 
will pick up one, maybe two seats, on 
the Interstate and Foreign Commerce 
Committee, as well as on the powerful 
Appropriations Committee. Also due 
for considerable alteration is the Labor 
and Public Welfare Committee, which 
numbered among its casualties its chair- 
man, Elbert D. Thomas (Democrat, 
Utah), Claude Pepper (Democrat, 
Florida), and Forrest C. Donnell (Re- 
publican, Missouri). The Republicans 
can replace Donnell and place an addi- 
tional Senator on this committee. And, 
it is noted here that Senator Wayne 
Morse (Republican, Oregon) may 
leave the Labor group for the Foreign 
Relations Committee. 

House committees will likewise under- 
go alterations, with Republican repre- 
sentation increased on many of them. 
The Education and Labor Committee, in 
the 8lst Congress divided 16 to 9 in 
favor of the Democrats, will likely see 
this ratio slide to at least 14-11, and per- 
haps even 13-12. The new committee 
will be headed by the relatively con- 
servative Graham A. Barden (Demo- 
crat, North Carolina), while those miss- 
ing from the former line-up will be 
former Chairman John Lesinski (Dem- 
ocrat, Michigan—deceased); Hugo S. 
Sims (Democrat, South Carolina) ; 
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Andrew Jacobs (Democrat, Indiana) ; 
and Thomas H. Burke (Democrat, 
Ohio). 

The House Public Lands Committee, 
legislative group for the Department of 
Interior (and Bureau of Reclamation), 
will see changes of interest, but at this 
point they cannot be properly evaluated. 
John R. Murdock (Democrat, Arizona) 
will move up to the chairmanship by 
reason of the voluntary retirement of J. 
Hardin Peterson (Democrat, Florida). 
Murdock has been a consistent supporter 
of the Central Arizona project. 

Eliminated from Congress was Cecil 
F. White (Democrat, California), author 
of a bill to let Reclamation Bureau, 
rather than the Pacific Gas and Electric 
Company, develop the Kings river as a 
part of the California Central Valley 
project. 

Also out of the Public Lands group is 
Representative Compton I. White 
(Democrat, Idaho) — generally agree- 
able to legislative requests of Reclama- 
tion. A critic of the bureau, however, 
Thomas H. Werdel (Republican, Cali- 
fornia), now on the Labor Committee, 
may seek a post with Public Lands by 
virtue of the death of William Lemke 
(Republican, North Dakota), and be- 
cause the GOP will be entitled to two 
additional seats on the committee. John 
E. Miles (Democrat, New Mexico) will 
probably be replaced on the committee by 
his successor John J. Dempsey, also a 
Democrat. One Republican committee- 
man who will not return is J]. LeFevre 
(New York), succeeded in the House by 
another Republican, J. Ernest Wharton. 

On the tax-writing House Ways and 
Means Committee, there were compara- 
tively light casualties. Lame ducks in- 
clude Walter A. Lynch (Democrat, 
New York), who failed in his bid to un- 
seat Governor Dewey; John A. Carroll 
(Democrat, Colorado), who unsuccess- 
fully bid for the Senate seat of Eugene 
D. Millikin (Republican) ; and Stephen 
M. Young (Democrat, Ohio). This 
committee, now lined up 15-10 in favor 
of the Democrats, may see a new ratio 
of 13-11. 

Of perhaps even greater interest to 
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the operating utilities was the turnover 
in gubernatorial contests. This is nat- 
ural because governors name the mem- 
bers of regulatory commissions in most 
of the states. 

In six commonwealths — Arizona, 
Colorado, Connecticut, Maryland, Ne- 
vada, and New Mexico — Republicans 
will replace Democrats. In all of these 
states, Arizona excepted, regulatory 
commissioners are appointees of the 
governor. 

Political equilibrium of the Michigan 
commission, which was unbalanced by 
the recent death of a Republican mem- 
ber, may depend upon the incumbent 
governor, G. Mennen Williams (Demo- 
crat), who still faces a recount. 


New LP Gas Advertising 
Gets under Way 


se ~ second round of advertising in 
the national campaign to promote 
sales of liquefied petroleum (LP) gas 
and the appliances it can serve is now 
moving ahead under full steam with ad- 
vertisements scheduled to appear in 45 
national, sectional, and state publica- 
tions during the remainder of the year. 

According to information from the 
National Committee for LP-Gas Pro- 
motion, the plan has the official support 
of 619 contributing members. These in- 
clude 525 LP-gas marketers, 34 produc- 
ers, 57 appliance and equipment manu- 
facturers, and 3 miscellaneous industry 
organizations. 

The program includes display adver- 
tising, specialized publicity, and em- 
ployee training, according to the na- 
tional committee. 


Appliance Manufacturers’ 
Association Names Officers 


Sg National Electrical Manufac- 
turers Association, meeting recent- 
ly in annual convention at Atlantic City, 
New Jersey, elected officers for 1951 and 
heard 1950 described as “‘a great year” 
for the membership with employment, 
sales, and income showing a sharp in- 
crease. 

Elected president of the association 
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was C. W. Higbee, manager of the elec- 
trical wire and cable department of the 
United States Rubber Company, New 
York, succeeding Charles T. Lawson, 
vice president of the Nash-Kelvinator 
Corporation in charge of Kelvinator 
sales. Other officers elected were: 

R. I. Murphy, Philadelphia, Alan F. 
Sheldon, Phillipsdale, Rhode Island, J. 
H. Jewell, Pittsburgh, A. A. Berard, 
Mount Vernon, New York, and J. F. 
Lincoln, Cleveland, vice presidents; L. 
G. Hall, St. Mary’s, Pennsylvania, treas- 
urer; James M. Brennan, Delwood, II- 
linois, J. W. Corey, and W. S. Kendrick 
of Cleveland, directors. 

C. A. Bemis, Pottstown, Pennsylvania, 
vice president of the Sepco Corporation, 
was named chairman of the electric wa- 
ter-heating section, and Ben G. Sander- 
son, general sales manager of the deep- 
freeze division of Motor Products Cor- 
poration, North Chicago, Illinois, chair- 
man of the farm and home freezer 
section. 

Frank Thornton, Jr., engineering 
manager of association activities of the 
Westinghouse Electric Corporation, 


Pittsburgh, was presented with the 
James H. McGraw award manufacturers 
medal for 1950. He received the honor 
for his contributions to standardization, 
code developments, and safety regula- 
tions. 

In a closing address to the gathering, 
retiring President Lawson said that pop- 
ulation trends, extension of power lines, 
and other factors indicated a vast and 
long-continued expansion of the elec- 
trical appliance industry which can re- 
member 1950 as “a great year.” 

Noting that as population increases, 
the number of families is growing at an 
even faster rate, Mr. Lawson said this 
means that the market for electrical 
appliances will be considerably larger 
than would be indicated by population 
increase figures alone. 

Mr. Lawson added that the electrical 
industry’s potential by 1960 could mean 
national public utility generating ca- 
pacity nearly double today’s figure of 
approximately 69,000,000 kilowatts. He 
also predicted average home consump- 
tion of electricity would double within 
the coming decade. 


Alabama 


No Bidders for Transit System 


FFORTS of the Birmingham Electric 

Company to comply with divest- 
ment orders of the Securities and Ex- 
change Commission have come a crop- 
per and pose a question that may puzzle 
the “experts.” 

In brief, what can a utility do, or 
what does it do, when its officers cannot 
dispose of property as ordered under the 
Public Utility Holding Company Act? 

Despite newspaper advertising and 
widespread distribution of prospectuses 


about the transit svstem that BEC was 
ordered by the SEC to dispose of by 
August 31, 1951, no one seems interest- 
ed in buying the property. Recent bid 
requests were without results. 

BEC President C. S. Thorne, ex- 
pressing disappointment that no one has 
tendered a formal bid to buy the transit 
system, said that he would continue to 
make every effort to sell, adding that in 
the meantime the company would go 
ahead as rapidly as possible with plans 
for modernization. 


California 


API Names Officers 


eo 5 American Petroleum Institute, 
meeting in its thirtieth annual con- 
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élected W. Alton Jones, president of 
Cities Service Company, as chairman, 
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and reélected Frank M. Porter as presi- 
dent. Other officers elected were: 
Harry J. Kennedy, vice president, 
Continental Oil Company, Houston, 
Texas, vice president for marketing; J. 
C. Donnell II, president, Ohio Oil Com- 
pany, Findlay, Ohio, vice president for 
production; W. L. Stewart, Jr., vice 
president, Union Oil Company of Cali- 
fornia, Los Angeles, vice president for 
refining ; T. E. Swigart, president, Shell 
Pipe Line Corporation, Houston, vice 
president for transportation (reélected) ; 
and B. Brewster Jennings, president, 
Socony-Vacuum Oil Company, Inc., 


New York city, treasurer (reélected). 
Secretary of the Interior Oscar L. 
Chapman told the gathering that he was 
confident the petroleum industry would 
meet the mushrooming defense and 
civilian demands for gas and oil with the 
same “spectacular” success that marked 
the crucial oil battle of World War II. 
He said that as Petroleum Administra- 
tor for Defense he had called upon the 
industry to take the necessary steps to 
increase the nation’s aviation gasoline 
supply by 25,000 barrels a day before 
the end of the year, and expressed confi- 
dence that the request would be met. 


Iowa 


River Pipe-line Hearing Set 


a Gas & Evectric Com- 
PANY, Davenport, was scheduled to 
appear before the Federal Power Com- 


mission on December 5th for a public 
hearing on the company’s application to 
construct a natural gas pipeline across the 
Mississippi river to connect facilities in 
Davenport with those in Illinois. 


* 
Nebraska 


New Gas and Oil Strikes 
In Sidney Area 


Ta recent new gas and oil strikes— 
22 miles apart—have stepped up 
enthusiasm for further explorations in 
Cheyenne county. 

Ohio Oil Company has brought in a 
new gas well five miles south and west 
of Sidney with indications that it will 


have a daily production of about 10,- 
000,000 cubic feet. 

Almost coincidental with the Ohio dis- 
covery, the Olds Drilling Company, op- 
erating in the extreme north end of the 
county, recovered 120 feet of oil in the 
Third Dakota sandstone series. 

Ohio also brought in an oil producer 
on the Huntsman High structure, four 
miles north and west of Sidney. 


Texas 


Jnderwater Gas-oil Boundary 
Sought 


zIcE DANIEL, attorney general of the 

Lone Star state, recently asked the 
U. S. Supreme Court to fix definite 
boundaries between state and Federal 
submerged petroleum and gas deposits 
before the government bans offshore 
drilling. 

Price also said that he will ask the 
high bench to reconsider its decision of 
last June, sustaining Federal claims to 
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oil-rich lands under the Gulf of Mexico. 
The Supreme Court announced on Oc- 
tober 16th that it would not reconsider 
that ruling. 

In the meantime, Price has said that 
“new faces” in Congress may be more 
inclined to smile than frown on Texas’ 
claims to its tidelands. 

“At least all strong advocates for state 
ownership were returned to Congress 
and several of the strongest foes were 
unseated [November 7th],” Price de- 
clared. 
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Progress of Regulation 


Proposed Natural Gas Service to New England Disapproved 
As Inadequate Despite Public Need 


HE Federal Power Commission 

denied competing applications for 
authority to construct and operate nat- 
ural gas pipe-line facilities to serve desig- 
nated distributing companies in New 
England. This action was taken despite 
evidence of public need and demand for 
natural gas service in that area. The 
commission concluded that the projects 
proposed did not meet the test of public 
convenience and necessity. 

The issuance of a certificate to either 
company would not provide adequate and 
satisfactory natural gas service to the 
area at a reasonable cost. Neither com- 
pany sought authority to serve the entire 
area. 

The commission said that there 
would be needless duplication and over- 
lapping of facilities. Issuance of a certifi- 
cate to either would render the other 
company’s project infeasible. A part of 
New England would, as a result, be 
without needed natural gas service. 

The commission observed that these 
companies, in proposing to make natural 
gas available to New England, had 
placed their own interests above the best 
interests of the public. The commission 
was concerned with a public need and 
demand for natural gas service in New 
England generally, rather than a portion 
of that area. The commission did not 
believe that a company engaged in a 
business affected with a public interest 
should be allowed to choose whom it 
wished to serve without proper regard 
for the public good. It believed that it 
should not authorize any company to 


serve when it is clear that company plans 
do not provide the full service to which 
the people of New England are entitled. 

Commissioner Buchanan, dissented 
because the commission, in reaching its 
decision, failed to indicate to the com- 
panies how this problem could be solved. 
He thought that positive administrative 
action was necessary. He proposed to is- 
sue a certificate to one of the two 
companies immediately. Commissioner 
Buchanan conceded that a portion of 
New England might not benefit imme- 
diately from his recommended action, but 
he said that experience is convincing that 
no service area has ever been developed 
completely until after the initial intro- 
duction of natural gas into that area. He 
believed that if authority were granted to 
serve part of New England, other appli- 
cations would immediately be made to 
serve the remaining segment of the 
area. 

Commissioner Buchanan felt that the 
position which he took should be recog- 
nized only as a certification of the one 
medium that could get an adequate sup- 
ply of natural gas to a large portion of 
New England at an earlier date than any 
other company and with the possibility, 
in fact a probability, that the entire area 
would receive equal benefits, if desired, 
within the same year. 

The trouble in New England, he said, 
has been the struggle for management 
and control of the New England servic- 
ing companies. He believed that public 
convenience and necessity now require 
the termination of that struggle by com- 
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mission action based on the record. (Docket No. G-1248 et al. Opinion No. 
Re Tennessee Gas Transmission Co. 201). 


7 


Contract between Regulated Power Companies 
Found to Violate Antitrust Laws 





Ac giving a power company 
the right to control prices and re- 
strict operations of a competitor, accord- 
ing to a Federal court decision, is not 
exempt from the condemnation of the 
antitrust laws by reason of the fact that 
the companies are regulated by commis- 
sions. Moreover, the validity of such an 
agreement does not depend on the rea- 
sonahleness of rates or the question of 
public benefit. 

Taking this view, the United States 
Court of Appeals reversed a district 
court order upholding a contract be- 
tween Pennsylvania Water & Power 
Company (a Pennsylvania corporation) 
and Consolidated Gas Flectric Light 
& Power Company (a Maryland cor- 
poration). Agreements between these 
companies had, since 1931, provided for 
cooperative use of power resources. 

They gave Consolidated a claim on 
electricity generated at the Safe Harbor 
plant, which had been constructed and 
financed through codperative action. In 
return, they obligated Consolidated to 
pay Penn Water’s operating expenses, 
depreciation expense, and a specified re- 
turn. The basic agreement had not been 
submitted to or approved by either the 
Pennsylvania or the Maryland commis- 
sion. 

Close codperation continued, under in- 
terlocking directorates, until about 1946. 
After retirement of certain directors, 
disagreement arose. 

The effect of the agreement was to 
confer upon Consolidated the power to 
control prices to be charged by Penn 
Water, the territory it could occupy, the 
extent to which it could expand its plant, 


and the amount of back-feed energy it 
must buy from Consolidated. 

This, said the court, violated the Sher- 
man Antitrust Act. The effect was to 
divide between two large companies a 
trade territory in which they would 
otherwise be competitors. Consolidated 
had in fact restricted Penn Water’s con- 
tracts and expansion plans. The contract 
was therefore illegally in restraint of in- 
terstate commerce. 

The court also indicated that the 
provision of the contract relating to the 
purchase of back-feed power violated the 
Clayton Act because it prohibited Penn 
Water from buying supplemental power 
from Consolidated’s competitors. 

A challenge to the jurisdiction of the 
district court, based on the premise that 
the Federal Power Commission had ex- 
clusive primary jurisdiction, was over- 
ruled. The court ruled that no prior ad- 
ministrative determination was _ neces- 
sary. The fact that a prohibition against 
monopolies was included in the Federal 
Power Act, as one matter to be consid- 
ered in awarding licenses for power proj- 
ects, did not take away the power of the 
courts to enforce the antitrust acts. 

Finally, the court upheld a contention 
by the Pennsylvania commission that the 
agreement not only violated the anti- 
trust laws, but also disabled Penn \Va- 
ter from performing its proper functions 
as a public utility under state law. It 
prevented that company from taking the 
initiative in proposing reasonable rates 
and rendering adequate service. Penn- 
sylvania Water & Power Co. et al. v. 
Consolidated Gas Electric Light & 
Power Co. et al. 


7 


Original Cost Rate Base Accepted 


ly several states, statutes or constitu- 
tions require consideration by the 
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state commissions of reproduction cost 
in determining a rate base. In others, 
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PROGRESS OF REGULATION 


the commission may give consideration 
to reproduction cost evidence when of- 
fered. The Indiana commission, after 
making those statements, said that it 
falls in the latter group, as the Indiana 
statute provides that the commission may 
take into account reproduction cost at 
current prices less depreciation. 

The commission was of the opinion, 
however, that reproduction cost of util- 
ity property at current prices is so 
largely the product of opinion and so 
speculative and conjectural as to have 
little probative value in the determina- 
tion of the fair value of utility property. 
Other evidence of value, such as original 


cost, was considered more satisfactory. 

The Supreme Court of the United 
States, the commission observed, has 
never held that reproduction cost must 
be given exclusive weight in determin- 
ing a rate base. The Court had held prior 
to 1944 that reproduction cost was one 
of the elements to be considered. Re- 
cent decisions of that Court, continued 
the commission, have freed both the 
Federal and state commissions from any 
obligation imposed upon such bodies un- 
der the due process requirement of the 
Federal Constitution to give considera- 
tion to reproduction cost. Re Kokomo 
Water Works Co. (No. 21718). 


2 
State Commission Power to Fix Price of Gas 
At Wellhead Upheld by Court 


to Kansas Supreme Court sus- 
tained the decision of the Kansas 
commission, in Re Hugoton Gas Field 
(1949) 77 PUR NS 150, that the com- 
mission has power to fix the price to be 
paid for natural gas at the wellhead. Such 
regulation was said to be necessary un- 
der conservation laws to prevent in- 
equitable or unfair taking of gas and to 
prevent unreasonable discrimination in 
favor of or against any producer of gas 
from a common source of supply. 

Companies appealing from a district 
court judgment which upheld the com- 
mission decision contended that since 
they are engaged in the business of trans- 
porting natural gas in interstate com- 
merce, they are governed wholly by the 
Federal Natural Gas Act. The court de- 
cided that the jurisdiction of the Federal 
Power Commission does not extend to 
intrastate transportation or sale of nat- 
ural gas, to the local distribution of nat- 
ural gas, to the facilities used for such 
distribution, or to the production or 
gathering of natural gas. In Kansas, 
said the court, the production and dis- 
tribution of natural gas for light, fuel, 
and power are a business of a public na- 
ture, the control of which belongs to the 
State. 

On the question whether the state had 
delegated such powers to the commis- 


sion, the court declared that the dominant 
purpose of the applicable statute is to 
prohibit waste of natural gas in Kansas, 
not only in the manner and under the 
conditions of its production, but for such 
purposes as would constitute waste. 
This includes “economic waste.” 

The statute also deals with the rights 
of holders of property under which there 
is a common source of supply of natural 


gas. 
The court continued: 


It is true the statute did not spe- 
cifically authorize the commission to 
fix a wellhead minimum price to be 
paid for gas produced. It did not for- 
bid the commission to do so if and 
when the evidence disclosed the fix- 
ing of such price would tend to pre- 
vent waste and the inequitable and 
unfair taking of gas from a common 
source of supply. Hence, the legal 
question presented by appellants, that 
the statute did not authorize the com- 
mission to make the interim order 
complained of, is not well taken. 


A contention that the commission or- 
der constituted a special law, being lim- 
ited solely to the Kansas Hugoton gas 
field, and was therefore unconstitutional 
was met with the statement that the 
court took judicial notice of the fact that 
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the Hugoton gas field in Kansas differs 
in many respects from any other gas field 
in the state. It was also said that the 
prohibition against special laws was in- 
tended to apply to laws enacted by the 
state legislature, but the court did not 
consider it necessary to decide the ques- 
tion whether this prohibition applies to 
a law purporting to be made by public 
authority. 


Contentions that the regulative order 
violated existing contracts for the pur- 
chase of gas were also rejected. The 
companies, said the court, obtained gas 
under a standard form purchase contract 
made subject to modification by a duly 
constituted authority having jurisdic- 
tion. Kansas-Nebraska Nat. Gas Co., 
Inc. et al. v. State Corporation Commis- 
sion et al. 222 P2d 704. 


e 


Burden of Illegality on Opponents of Reduced Fares 


HE Colorado commission, in dis- 
missing a petition for the suspension 
of reduced railroad rates and withdraw- 
ing its own motion of suspension as to 
other schedules, held that a reduction in 
rates or fares carries a presumption of 
legality. The rule is not changed even 
though rates or fares are suspended by 
the commission pursuant to protest or 
on its own motion. 
The burden of proof remains upon 


those who oppose the reduction to show 
that it is unreasonable or discriminatory 
and a suspension made on the commis- 
sion’s own motion is merely to maintain 
the status quo until the protestants or 
commission staff have a chance to show 
how the public or protesting carriers 
would be harmed. Re Atchison T. & S. 
F. R. Co. et al. (Investigation and Sus- 
pension Docket No. 314, Decision No. 
35264). 


e 


Sewer Company Denied Order Requiring Municipal Plant 
To Produce Records 


HE New Jersey Board of Public 

Utility Commissioners denied a sew- 
er company’s application for a subpoena 
requiring a municipality to produce evi- 
dence as to its sewer operations, in sup- 
port of the application of the company 
for a rate increase. 

It was not shown that the records and 
testimony would be proper evidence. The 
value of comparisons of utility operations 
was said to be questionable. 


These records, moreover, were open 
to the public and available to the com- 
pany and would be supplemented, ac- 
cording to a stipulation entered on the 
record, by direct testimony when and if 
it appeared relevant and necessary to the 
proceeding. Under such circumstances 
the board did not believe that the city 
should be required to produce the rec- 
ords. Re Long Branch Sewer Co. 
(Docket No. 5176). 


7 


Financing Needs Necessitate High Debt Ratio 


A= company’s application for au- 
thority to issue additional common 
stock, first mortgage bonds, and deben- 
tures to secure funds to retire outstand- 
ing bonds, preferred stock, and bank 
notes and to pay for additions to plant 
was approved by the Wisconsin commis- 
sion. The expansion was necessitated 
by an increased demand for space-heat- 
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ing service following the introduction of 
natural gas into the area. 

A ratio of proposed bonds and deben- 
tures to total utility assets of 66 per cent 
was described as so high as to require 
a reduction in the amount of the bond 
issue in the absence of special circum- 
stances. 

In approving the plan the commission 
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considered the circumstances which 
warranted a departure from usual bond 
and total debt ratio standards. The nor- 
mal amortization and reinvestment of 
natural gas conversion expense would, 
according to the commission, bring about 
an improvement in the investment status 
of the bonds and other securities of the 
company. 

However, the sinking-fund provisions 
of the bonds and debentures would also 
gradually improve the debt ratio. 

The commission, in considering the 
utility’s pledging of stock holdings in a 
coke company as security for the pro- 
posed bonds, commented : 


. . a nonutility investment whose 
earnings are not subject to our regu- 
lation cannot be given the same weight 
in considering security ratios and the 
reasonable protection to purchasers 


contemplated by the statutes, as an 
equal amount of utility property. In 
fact, there are good reasons why non- 
utility investment should not be con- 
sidered in determining reasonable 
ratios of utility stocks and bonds, just 
as such investment is not considered 
in fixing a rate base and prescribing 
reasonable rates for service. 


Finally, the commission ruled that al- 
though the proposed financing program 
would result in an excessively high debt 
ratio, sufficient improvement in these 
ratios could be expected in the future to 
justify approval of the program. The 
commission was careful to point out, 
however, that this does not mean, nor 
should it in any way be inferred, that 
future financing may be done with 60 
per cent in bonds. Re Milwaukee Gas 
Light Co. (2-SB-428). 


7 


Collateral Attack on Commission Order Dismissed 


J. seeking an order re- 
quiring motor carriers to discon- 
tinue alleged illegal interchange service 
was dismissed by the Pennsylvania com- 
mission on the ground that the question 
involved had been decided in a prior 
order. 

It was held that collateral attacks on 
prior orders would not be permitted and 
that to sustain this complaint would place 
the commission in the position of having 
to pass upon the question of interchange 
at any time one of the protestants de- 


cided to make a new shipment the basis 
for a complaint. 

The commission further ruled that a 
complaint cannot be made a substitute for 
an appeal or proper procedural action 
challenging the propriety of a final order, 
notwithstanding that the cause of action 
involves the legality of a motor carrier’s 
interchange determined by order in a 
prior complaint, which order is now the 
subject of an appeal. Lancaster Transp. 
Co. etal. v. Highway Express Lines, Inc. 
et al. (Complaint Docket No. 15005). 


¢ 


Telephone Rate Increases Lag behind 
Cost of Living Increases 


SB Michigan commission denied a 
petition for rehearing of its order 
granting a telephone rate increase. It 
held that it would not reconsider the 
matter because the petition raised neither 
new questions nor different circum- 
stances since the record in the original 
proceedings closed. In rejecting the 
argument that it had not properly 
weighed the evidence before it, the com- 
mission pointed out that the evidence 


was conflicting and that the conclusions 
drawn did not mean that it had accepted 
or rejected the evidence of either party. 
It meant that it had considered all of 
the evidence and had drawn its own 
conclusions. The commission held that 
no legal error could be claimed simply 
because it did not accept the evidence of 
one party and reject that of the other. 
The commission pointed out that the 
new rate schedules would produce rea- 
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sonably close to the amount authorized. 
It found that telephone rates, including 
this increase, have increased on the 
average only 21 per cent since prewar 
and that telephone service is priced so 
as to be easily within the reach of all 
householders or businessmen who desire 
it. The commission also observed that, 
since salaries and wages have increased, 
individuals are better able to pay for 
telephone service. It concluded that the 
rates ordered were just and reasonable, 
particularly when contrasted with the 
increase in the cost of living of about 70 
per cent during the same years. 

The commission was mindful of its 
duty to assure adequate revenues to the 
utilities it regulates. It said: 

Such revenues are not alone for an 
impersonal corporation, but are in 
fact the sustenance of all the people 
who are reliant upon the corporation 
for their livelihood. We do not wish 
to be misunderstood as overemphasiz- 
ing this aspect of rate regulation. 
However, Michigan Bell Telephone 
Company has more than 20,000 em- 


e 


ployees who, together with their 
families, are dependent upon the com- 
pany for providing good wages and 
working conditions. This contributes 
to the welfare of every community in 
which those employees live and work. 
Moreover, the company has _ been 
carrying out an extensive construction 
and betterment program which in 
itself has provided employment to ad- 
ditional thousands of persons through- 
out the state. These things, of course, 
do not bear directly upon the reason- 
ableness of the company’s rates, but it 
is important that they be not over- 
looked entirely. 


The commission conceded that it had 
made no appraisal of reproduction cost. 
It noted that this has never been consid- 
ered indispensable to a determination of 
fair value. If such evidence is submitted, 
it must be considered, according to the 
commission. However, it said, it has no 
difficulty in satisfying itself as to fair 
value without that evidence. Re Mich- 


igan Bell Teleph. Co. (T-252-50.21). 


Commission Cannot Date Back Order Approving 
Mortgage of Operating Permit 


Te. Colorado commission authorized 
the mortgaging of a permit for 
motor carrier service but refused to date 
the order back about six months to the 
time when the matter of the approval of 
the mortgage was first proposed. The 
commission ruled that it could not con- 
firm by an order nunc pro tunc (entry 
now as of a former date) an action of 
the commission which was not taken at 
the earlier date. 

The problem was presented because a 
judgment had been taken against the 
mortgagor. He had been examined as to 
assets and had testified as to his indebt- 
edness and the execution of the chattel 
mortgage. A receiver had been appoint- 
ed to hold title and control of the permit 
and to sell it and apply the proceeds 
towards satisfaction of the judgment. 
The debtor had been ordered by the 
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court not to transfer, sell, or encumber 
the permit until further order of the 
court. 

The commission was not a party to the 
district court proceeding, and it said 
that it was in no way bound by it. There 
was nothing pending before the commis- 
sion relative to the permit except the 
chattel mortgage, the original letter of 
transmittal, and the question as to 
whether the mortgage should be author- 
ized by the commission, and if so, 
whether the authorization should be 
made effective as of the present date or 
as of the earlier date. The commission 
was not interested in the question 
whether or not the mortgage was a pur- 
chase money mortgage. The note se- 
cured by the mortgage was for the exact 
amount due from the judgment debtor 
to another man from whom he had pur- 
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chased the permit, with commission 
approval. 

The commission referred to the rule 
that it exercises functions similar to 
those of a court, with continuing power 
over records to make them speak the 
truth. The commission may direct that 
an order, inadvertently omitted from the 
record, may be entered nunc pro tunc on 
proof of its rendition. But, said the 
commission : 


The statute does not grant to any 
employee of the commission the power 
to authorize a chattel mortgage. This 


power is reserved to the commission 
itself. There is no time limit in which 
action may be taken after the filing of 
a mortgage. An order nunc pro tunc 
presupposes an order theretofore 
rendered but not entered to record. 
No such order has been rendered rela- 
tive to the mortgage in question, due 
to the fact that the mortgage was mis- 
placed and not called to the attention 
of the commission until the petition 
for the nunc pro tunc order was filed. 


Re Barker (Application No. 10663-PP, 
Decision No. 35488). 


e 


Transfer Agreement Not Enforceable by Commission 


‘re Louisiana commission dismissed 
an application for the transfer of a 
motor carrier’s certificate on motion of 
the transferor, holding that although it 
could revoke or suspend a certificate for 
cause, it is without power to prevent the 
withdrawal of a party to the application, 
as the public service commission cannot 


force the holder to sell agianst his will. 
The commission ruled that if a valid 
and binding contract exists between the 
parties, such contract is enforceable only 
in a court of competent jurisdiction, and 
not before the commission. Re Harris 
(Magnolia Express & Garig Transfer, 
Inc.) (No. 5459, Order No. 5435). 


+2 
Other Important Rulings 


to New York commission author- 
ized the issuance of additional 
shares of common capital stock to reim- 
burse the corporation’s treasury for 
capital expenditures, to retire bank loans 
which had been negotiated to obtain 
construction funds, and to complete the 
construction program; and the commis- 
sion authorized the company to sell such 
stock at a price not less than 90 per cent 
of the closing market bid price on the 
first or second business day prior to the 
offer of such shares to present stock- 
holders. Re Rochester Teleph. Corp. 
Case 14955. 


In awarding a foreign air carrier per- 
mit between Costa Rica and the United 
States, the Civil Aeronautics Board gave 
consideration to the strong economic and 
trade relationships between the two 
countries and the need for faster and 
more direct service, so that trade could 


be expanded and a new market provided 
for Costa Rica’s perishable commodities. 
Re Lineas Acreas Costarricenses, S.A. 
(Docket No. 4198). 


The Maine commission held that it 
does not have jurisdiction over the issu- 
ance of securities by a foreign public 
utility corporation. Re Citizens Utilities 
Co. (U. No. 2000). 


The Pennsylvania commission ruled 
that public convenience and necessity 
need not be shown by a motor carrier 
applying for a certificate where such car- 
rier’s certificate has been revoked for 
failure to comply with a commission con- 
dition and that defect has been currently 
remedied, as the need for service was 
determined in the original proceeding; 
failure to file an insurance certificate 
through mistake was a technical violation 
which would not render the applicant 
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unfit. Re Yokes (New Kensington Mo- 
tor Express) (Applicant Docket No. 
35466). 


The Virginia Supreme Court of Ap- 
peals reversed an order of the commission 
dismissing a railroad’s petition to close 
an open agency station where the cost 
of such service was out of proportion to 
the revenue derived from that portion of 
the public benefited and where substi- 
tuted service would afford the same es- 
sential transportation service, but at less 
convenience to passengers and shippers. 
Atlantic Coast Line R. Co. v. Common- 
wealth ex rel. State Corporation Commis- 
sion, 61 SE2d 5. 


The supreme court of appeals of Vir- 
ginia, on affirming a commission order 
authorizing discontinuance of certain 
passenger trains, held that commissions 
and courts cannot shut their eyes to the 
fact that railroad passenger travel largely 


has been transferred to the highways, 
when considering public convenience and 
necessity and adequate service facilties. 
Fleming et al. v. Commonwealth ex rel. 
Clinchfield R. Co. 61 SE2d 1. 


The Ohio Supreme Court dismissed an 
appeal from a commission order author- 
izing a telephone rate increase where no 
qualified party had perfected the appeal. 
Objections made at the hearing before 
the commission by parties who did not 
apply for a rehearing or join in the appeal 
would not be available to parties who did 
not join in the objection but were prose- 
cuting an appeal. Portsmouth v. Public 
Utilities Commission, 93 NE2d 563. 


The Wisconsin commission held that 
a return of 7.6 per cent for a telephone 
company was excessive, and proposed 
rates were revised to allow a return of 
approximately 6.5 per cent. Re Elroy 
Teleph. Co, 2-U-3384. 
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sed was given to the cost of the services rendered by the parent, p. 134. 
of Expenses, § 85 — Equipment purchases from affiliated company — Reasonable- 
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2. Payments by an operating telephone company to an affiliated supplier 

of telephone equipment were allowed as legitimate operating expenses 

where no evidence was offered that the materials could be obtained at 
lower prices from nonaffiliated sources or that the supplier’s earnings 

over a period of years had been excessive, p. 134. 

Valuation, § 104 — Accrued depreciation — Measured by reserves. 

3. The Commission, in determining the amount of accrued depreciation to 

be allowed in a telephone rate proceeding, will use the actual reserve accrued 
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theoretical study as to what the accrued depreciation should be, p. 136. 
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p. 137. 
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unfit. Re Yokes (New Kensington Mo- 
tor Express) (Applicant Docket No. 
35466). 


The Virginia Supreme Court of Ap- 
peals reversed an order of the commission 
dismissing a railroad’s petition to close 
an open agency station where the cost 
of such service was out of proportion to 
the revenue derived from that portion of 
the public benefited and where substi- 
tuted service would afford the same es- 
sential transportation service, but at less 
convenience to passengers and shippers. 
Atlantic Coast Line R. Co. v. Common- 
wealth ex rel. State Corporation Commis- 
sion, 61 SE2d 5. 


The supreme court of appeals of Vir- 
ginia, on affirming a commission order 
authorizing discontinuance of certain 
passenger trains, held that commissions 
and courts cannot shut their eyes to the 
fact that railroad passenger travel largely 


has been transferred to the highways, 
when considering public convenience and 
necessity and adequate service facilties. 
Fleming et al. v. Commonwealth ex rel. 
Clinchfield R. Co. 61 SE2d 1. 


The Ohio Supreme Court dismissed an 
appeal from a commission order author- 
izing a telephone rate increase where no 
qualified party had perfected the appeal. 
Objections made at the hearing before 
the commission by parties who did not 
apply for a rehearing or join in the appeal 
would not be available to parties who did 
not join in the objection but were prose- 
cuting an appeal. Portsmouth v. Public 
Utilities Commission, 93 NE2d 563. 


The Wisconsin commission held that 
a return of 7.6 per cent for a telephone 
company was excessive, and proposed 
rates were revised to allow a return of 
approximately 6.5 per cent. Re Elroy 
Teleph. Co. 2-U-3384. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Indiana Bell Telephone Company 


No. 21067 
Septernber 5, 1950 


PPLICATION of telephone company for authority to increase 
l \ rates; granted. 


Expenses, § 87 — Payments to parent company under license contract — Rea- 
sonableness. 
1. Fees paid by an operating telephone company to its nation-wide parent 
under a license contract providing for the payment of one per cent of 
gross revenues were considered fair and reasonable after consideration 
was given to the cost of the services rendered by the parent, p. 134. 


Expenses, § 85 — Equipment purchases from affiliated company — Reasonable- 
ness. 
2. Payments by an operating telephone company to an affiliated supplier 
of telephone equipment were allowed as legitimate operating expenses 
where no evidence was offered that the materials could be obtained at 
lower prices from nonaffiliated sources or that the supplier’s earnings 
over a period of years had been excessive, p. 134. 


Valuation, § 104 — Accrued depreciation — Measured by reserves. 
3. The Commission, in determining the amount of accrued depreciation to 
be allowed in a telephone rate proceeding, will use the actual reserve accrued 
by the various depreciation rates which have been in effect, rather than a 
theoretical study as to what the accrued depreciation should be, p. 136. 


Valuation, § 193 — Property used and useful. 

4. The Commission, in determining the value of utility property, must con- 
sider all the property of the utility actually used and useful for the conven- 
ience of the public at its fair value and establish reasonable and just rates 
for the service rendered, p. 137. 

Valuation, § 27 — Determination of fair value — Consideration of all bases. 

5. The Commission, in determining the fair value of utility property, must 
give consideration to all bases of valuation which may be presented and to 
the reasonable cost of bringing the property to its present state of efficiency, 
p. 137. 

Valuation, § 40 — Reproduction cost less depreciation — Evidence of fair value. 

6. The Commission, in determining the fair value of utility property, may 
give consideration to reproduction costs at current prices, less depreciation, 
p. 137. 

Valuation, § 268 — Land value 
7. The Commission, in determining the value of utility property, cannot 
consider land values in excess of their assessed valuation for tax purposes, 
p. 137. 
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Valuation, § 336 — Good will — Going concern element. 
8. The Commission, in determining the value of utility property, makes no 
allowance for good will for presumptive values growing out of the operation 
of the utility as a going concern, p. 137. 

Valuation, § 21 — Construction cost — Labor cost — Insurance and interest dur- 

ing construction. 

9. The fair value of utility property must be based on tangible property hav- 
ing value by reason of construction cost; labor costs including supervision, 
engineering, legal, accounting, and transportation costs; and also including 
insurance and interest charges on capital accounts during construction, 


p. 137. 


Return, § 111 — Telephones. 
10. A telephone company was authorized to charge rates which would afford 
it a return of 6 per cent on the fair value of its property, which rate of 
return was considered reasonable and just, p. 140. 


Valuation, § 21 — Fair value of telephone property — Factors affecting determina- 
tion. 

11. The Commission, in determining the fair value of telephone property, 
will take into consideration the license fee contract, the prices paid for tele- 
phone equipment purchased from an affiliated supplier, separation of prop- 
erty, revenues and expenses as between interstate and intrastate business, 
depreciation, plant under construction, property held for future use, ma- 
terials and supplies, working cash requirement, original cost of property, 
reproduction cost of property depreciated, capital structure, and the cost of 
bringing company’s property to its present state of efficiency, p. 141. 


Expenses, § 85 — Payments to affiliated supplier — Telephone company. 
Statement that it is improper for a Commission to attempt to regulate the 
prices and earnings of an affiliated supplier of telephone equipment through 
the disallowance of portions of its charges in the operating expense account 
of companies within Commission jurisdiction, p. 136. 


Depreciation, § 26 — Annual depreciation of telephone company. 
Statement that the Commission should be consistent in the matter of depre- 
ciation, and if a company’s accrued depreciation reserve is deficient, should 
permit the company an annual depreciation charge at a higher level than 
would otherwise be necessary, in order to make up for the deficiency, p. 136. 


Valuation, § 36 — Measures of value — Error in using one base — Original cost. 


Statement that it is just as fallacious for the Commission to confine its de- 
termination of the value of utility property to original cost less depreciation, 
as it is to use the reproduction cost new theory, which at best is highly specu- 
lative, since the former would result in a valuation of utility property at the 
lowest possible level where the latter, in an inflationary period, would result 
in the establishment of value at the highest possible level, p. 138. 


+ 


APPEARANCES: Thomas D. Ste- lic Counselor, and Lloyd C. Wamp- 
venson, Perry O’Neal, Patrick J. ler, Assistant Public Counselor, In- 
Smith, Attorneys, Indianapolis, for dianapolis, for the public; Frederick 
the petitioner; Walter F. Jones, Pub- K. Baer, City Attorney, South Bend, 
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for the city of South Bend; Raymond 
N. Fox, City Attorney, Michigan 
City, for the city of Michigan City; 
Edward H. Knight, Corporation 
Counsel, Jesse W. Peden and Adolph 
G. Emhardt, City Attorneys, Indiana- 
polis, for the city of Indianapolis; 
Robert L. Stevenson, Mayor, Colum- 
bus, for the city of Columbus; Albert 
Meranda, City Attorney, and Samuel 
Shannon, Mayor, Jeffersonville, for 
the city of Jeffersonville; Paul J. Te- 
gart, City Attorney, New Albany, for 
the city of New Albany; Magnus 
Heubi, Town Attorney, Clarksville, 
for the town of Clarksville; Marshall 
E. Hanley, City Attorney, and Lester 
Hollaway, Mayor, Muncie, for the city 
of Muncie; Vernon J. Freed, City At- 
torney, Mishawaka, for the city of Mi- 
shawaka ; Albert Stump, Attorney, In- 
dianapolis, for the Indiana Hotel As- 
sociation; Dudley Jewell, Secretary, 
Michican City, for the Michigan City 
Chamber of Commerce. 

3y the Commission: On the 19th 
day of November, 1948, the Indiana 
Bell Telephone Company (hereinafter 
called ‘“‘petitioner’’) filed with this 
Commission its verified petition, dock- 
eted as Cause No. 21067, wherein it 
prayed that the Commission (a) in- 
vestigate petitioner’s intrastate rates, 
tolls, charges, and schedules on a com- 
pany-wide basis; (b) that upon such 
investigation the Commission finds 
that petitioner’s intrastate rates, tolls, 
charges, and schedules are unjustly 
low, unreasonable, and_ insufficient, 
and (c) that thereupon the Commis- 
sion determine, and by order fix, in- 
creased just, reasonable and sufficient 
intrastate rates, tolls, charges, and 
schedules to be imposed, observed, and 
followed in the future in lieu of those 
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found to be unjust, unreasonable, and 
insufficient. 

Thereafter, on May 23, 1949, peti- 
tioner filed a verified motion for tem- 
porary establishment of rates, which 
motion was denied by order of the 
Commission approved on August 4, 
1949, 

Thereafter, on March 16, 1950, and 
May 18, 1950, respectively, petitioner 
filed its first and second verified sup- 
plemental petitions requesting further 
increases in its rates, tolls, and charg- 
es. 

Petitioner is requesting authority 
from this Commission to place in ef- 
fect increased rates, tolls, charges, and 
schedules to be imposed, observed, 
and followed in the future in lieu of 
its present rates, tolls, charges, and 
schedules which will enable petitioner 
to increase its gross receipts in an 
amount of approximately $5,325,000 
annually. 

The Commission caused said peti- 
tion filed on November 19, 1948, to be 
set for hearing in the rooms of the 
Commission on February 3, 1949, and 
gave notice of said hearing by publica- 
tion in seventy-eight newspapers of 
general circulation printed, published, 
and circulated in thirty-nine counties 
in Indiana wherein reside patrons of 
petitioner. 

The Commission conducted public 
hearings on said petitions filed with 
the Commission on November 19, 
1948, May 16, 17, and 18, July 29, 
September 12, 13, 14, 15, 16, 20, 21, 
and 23, November 7, 8, 9, and 21, De- 
cember 12, 13, 14, 15, 19, 20, 27, 28, 
and 30, 1949, and January 5, 6, and 
24, February 20, 21, and 27, March 
2, 3, 28, 29, 30, and 31, April 3 and 
May 22, 23, and 27, 1950, concluding 
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said hearings and closing the record 
on May 29, 1950. 

During said hearings the Commis- 
sion introduced in evidence, as Com- 
mission exhibits, the respective proofs 
of the publication of the aforesaid 
published notices of hearing and of 
the mailing of notice to interested par- 
ties. 

During said hearing, testimony un- 
der oath was given on behalf of peti- 
tioner by Mr. Allen H. Warne, secre- 
tary-treasurer of petitioner; Mr. Law- 
rence J. Dunnewold, equipment and 
building engineer of petitioner; Mr. 
Harold R. Moore, inventory and cost 
engineer of petitioner; Mr. John O. 
Einerman, assistant chief accountant 
of the American Telephone and Tele- 
graph Company (hereinafter referred 
to as the American Company); Mr. 
Harold R. Bickett, chief statistician of 
the accounting division of Western 
Electric Company (hereinafter re- 
ferred to as the Western) ; Robert W. 
Thomas, engineer in charge of the 
Price Survey Group in the department 
of operations and engineering of the 
American Company; Mr. Evans 
Woollen, Jr., chairman of the board 
of Fletcher Trust Company of Indi- 
anapolis, Indiana; Mr. John P. Col- 
lett, president and treasurer of Collett 
Company, Inc. of Indianapolis, Indi- 
ana; Mr. Edwin G. Plum, vice presi- 
dent in charge of the commercial 
department of petitioner ; Mr. F. J. Mc- 
Diarmid, second vice president of Lin- 
coln National Life Insurance Compa- 
ny in charge of security investments ; 
Mr. Thomas T. 
and statistician of the American Com- 
pany; Mr. Charles W. Potter, vice 
president and general manager of peti- 
tioner; Mr. Donald M. Overholser, 


Stevens m, act uary 
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consulting actuary in the office of 
George B. Buck, New York, New 
York; Mr. John B. St. John, an inde- 
pendent actuary, Philadelphia, Penn- 
sylvania; and Mr. Charles B. Mason, 
general supervisor of buildings and 
supplies of petitioner. Said witnesses 
for petitioner identified and gave oral 
testimony in explanation of petition- 
er’s Exhibits Nos. 1 to 47, both inclu- 
sive, set out in Appendix “A” attached 
hereto. [Appendix “A” omitted here- 
in. | 

All of the aforesaid exhibits offered 
by petitioner with the exception of [:x- 
hibits 19, B-5, B-7, and B-8, were re- 
ceived in evidence. 

During said hearing testimony un- 
der oath was given on behalf of the 
public by Dr. Laurence S. Knappen, 
an economist; Mr. Cyrus G. Hill, an 
accountant, Mr. John J. McGrath, an 
engineer; Mr. Freeman D. Gates, 
an accountant; Mr. Charles E. Smith, 
an engineer ; Mr. Harold A. Myers, an 
accountant; Mr. James M. Honacker, 
an accountant; and Mr. Allen K. 
Hamilton, an engineer, all being as- 
sociated with the Cyrus G. Hill firm, 
and Sven B. Hansell, an independent 
actuary of St. Davids, Pennsylvania; 
Mr. Carl Cecil, chief accountant of the 
Commission’s accounting department; 
Mr. Garland G. Skelton, an indepen- 
dent consultant accountant, Indianap- 
olis, Indiana; and Mr. William F. 
Lebo, chief engineer of the Commis- 
sion’s engineering department. Said 
witnesses for the public identified and 
gave oral testimony in explanation of 
public’s Exhibits Nos. 1 to 78, both in- 
clusive, set out in Appendix “B” at- 
tached hereto. [Appendix “B” omit- 
ted herein. | 
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fered by the public, with the exception 
of a part of Exhibit 3 and Exhibits 12, 
29, and 77, were received in evi- 
dence. 

The intervenor, Indianapolis Hotel 
Association, introduced and offered in 
evidence intervenor, Indianapolis Ho- 
tel Association, Exhibit No. 1 which 
was received in evidence without ob- 
jection. No oral evidence was given by 
said intervenor in explanation of said 
exhibit. None of the other intervenors 
offered any oral testimony of exhibits 
in this cause. 

The Commission, having heard and 
considered all of the evidence of record 
presented in this cause, having consid- 
ered the briefs filed by the respective 
parties and the exhibits received in 
evidence and being duly advised in the 
premises, finds that the verified peti- 
tion filed on November 19, 1948, and 
the first and second verified supple- 
mental petitions filed by petitioner on 
March 16 and March 18, 1950, respec- 
tively, are in due and proper form and 
contain all necessary allegations; that 
said petitions were duly filed; that due 
legal and timely notice of the com- 
mencement of the hearings and con- 
tinued hearings in this cause was giv- 
en and published as required by law; 
that petitioner is a public utility within 
the meaning of the Public Service 
Commission Act of Indiana as amend- 
ed and is subject to the jurisdiction of 
this Commission in the manner and 
to the extent provided by the laws of 
the state of Indiana and that this Com- 
mission has jurisdiction over petition- 
er, the subject matter of said verified 
petitions and the several prayers there- 
of, and of this cause. 

The Commission further finds from 
the evidence: 
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Organization 

1. Petitioner is a corporation du- 
ly organized in 1920 and validly exist- 
ing under the laws of the state of In- 
diana and has its principal office and 
place of business in the city of Indi- 
anapolis, Marion county, Indiana; 
that it is a successor in interest to the 
properties and operations of the Cen- 
tral Union Telephone Company, the 
Indianapolis Telephone Company, and 
a number of other small telephone 
companies; that petitioner has corpo- 
rate powers, among others, to own, 
operate, and manage telephone utility 
properties within the state of Indiana 
and is engaged, principally, in the 
business of rendering telephone utility 
services and furnishing local exchange 
and interstate and intrastate message 
service and other services to the pub- 
lic in some 82 cities and towns in some 
46 counties in the state of Indiana with 
563,046 telephones in service as of 
February 28, 1950, of which 447,483, 
or approximately 79 per cent, are dial; 
that in rendering said telephone utility 
service, petitioner operates under in- 
determinate permits issued by the 
state of Indiana to petitioner or its 
predecessors; that the physical prop- 
erties owned, operated, and managed 
by petitioner and devoted by it to the 
supplying of telephone utility service 
consists of the usual properties, ma- 
terials, supplies, buildings, switch- 
boards, telephone lines, appurtenances 
and facilities required and generally 
used in the rendition of telephone 
utility service. 
Capital Structure (Total Company) 

2. Petitioner’s capital structure as 
of February 28, 1950, consisted of 


$85,000,000 of common stock and 
$4,043,669 advanced by American 
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Company on open account. Petition- 
er’s capital stock is wholly owned by 
American Company excepting 10 
shares individually owned by its di- 
rectors. Petitioner has no preferred 
stock and no bonded or other indebt- 
edness excepting that incurred in the 
usual course of its business. 


Capital Obligations (Total Company) 

3. Petitioner’s average capital ob- 
ligations as of February 28, 1950, 
amounted to $89,401,790, consisting 
of $85,000,000 capital stock, $4,043,- 
669 advances from American Compa- 


ny, $950,360 surplus less credits of 
$592,239. 


License Contract 

[1] 4. Petitioner has a license con- 
tract with American Company which 
provides for the rendition by that 
company of services to petitioner in 
substantially all telephone activities, 
including development and research, 
operation and engineering, patent pro- 
tection in the use of devices covered 
by Bell system patents, accounting, 
financing, and legal advice and assist- 
ance; and for these services petition- 
er pays American Company one per 
cent of its gross revenues. 

This license contract formerly pro- 
vided for rental to petitioner of the 
telephone instruments then owned by 
American Company and the license 
fee was 4} per cent. After the elimi- 
nation of the rental provisions of the 
contract the license fee was reduced to 
24 per cent in 1929, then to 13 per 
cent and finally to one per cent on Oc- 
tober 1, 1948. 
per cent resulted from a study made by 
a special committee of the National 
Association of Railroad and Utilities 
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Commissioners of which this Commis- 
sion is an active member. 

Following the study and report of 
this special committee, one per cent 
has been accepted and adopted by prac- 
tically all of the state Commissions as 
a reasonable charge for services ren- 
dered under the license contracts by 
American Company to the Bell oper- 
ating companies. 

Petitioner presented substantial evi- 
dence as to the services rendered by 
American Company to petitioner, the 
value of such services to petitioner, 
the need for such services, the proce- 
dures used by American Company in 
determining the cost of rendering such 
services, the method of allocating such 
costs by American Company, and the 
benefits derived from services by the 
Bell operating companies including 
petitioner. This evidence is uncon- 
tradicted, no evidence in opposition 
thereto having been presented by the 
public counselor or any of the inter- 
venors. 

The fees paid by petitioner to 
American Company under the license 
contract are fair and reasonable for 
the services rendered by American 
Company ; the costs of rendering such 
services have been accurately calculat- 
ed; the allocation of such costs has 
been equitably made by American 
Company; and the cost thereof to pe- 
titioner is a legitimate charge to its 
operating expenses in its intrastate 
operations. 

Western Electric 

[2] 5. Western Electric Company 
(hereinafter referred to as Western) 
is the manufacturing and supply unit 
of the Bell system. It handles the 
manufacturing, purchasing, warehous- 
ing, and distribution of telephone 
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equipment and supplies on a central- 
ized basis. 

Petitioner has a standard supply 
contract with Western which pro- 
vides, among other things, that West- 
ern sell to petitioner its manufactured 
articles in large or small quantities at 
a uniform price which shall be as low 
as prices to its other customers and 
that it will act as a supply, purchasing 
and warehousing agent for it. Under 
this contract petitioner is not obligat- 
ed to purchase from or be supplied by 
Western unless it so desires. 

The supply contract is a matter 
properly within the province of man- 
agement and the propriety of entering 
into such a contract cannot be in- 
quired into by this Commission. 
However, because of the close inter- 
corporate relationship between the 
contracting parties, this Commission 
can and should make inquiry as to the 
reasonableness of the prices being 
charged by Western to petitioner 
which should be allowed as charges to 
the operating expenses of the intra- 
state business of petitioner. 

Petitioner presented evidence to 
show that prices being charged by 
Western under the supply contract are 
reasonable and are as low or lower 
than prices obtainable from nonaffiliat- 
ed sources. Petitioner offered Exhib- 
its B-1 to B-8, inclusive, in support of 
its position with respect to Western 
prices. Exhibits B-6, B-7 and B-8 
were not received in evidence. 

The public counselor presented evi- 
dence purporting to show that West- 
ern’s prices to petitioner are unreason- 
ably high; that Western’s net income 
and rate of earnings are excessive and 
that its accounting and cost alloca- 
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tions are improper. Public’s Exhibits 
1 to 16, inclusive, were offered in sup- 
port thereof. Public’s Exhibit 12 
was not received in evidence. 

This Commission has no direct su- 
pervisory control over the accounting 
and allocation procedures of West- 
ern. Its only authority to inquire into 
Western’s prices and earnings flows 
from the close intercorporate relation- 
ship existing between Western and 
petitioner. Western’s accounting and 
cost allocation procedures and other 
corporate management practices are 
fundamentally functions of corporate 
management. If inquiry into these 
matters is necessary it should be made 
by the Federal Communications Com- 
mission, or some other Federal agen- 
cy, having far broader jurisdiction 
and authority than this Commission. 

In determining the reasonableness 
of Western’s prices to petitioner, this 
Commission is primarily interested in 
Western’s earnings and a comparison 
of Western’s prices with prices obtain- 
able from nonaffiliated sources for 
comparable materials, equipment, sup- 
plies, and services. The undisputed 
evidence in this record shows that the 
prices being charged petitioner by 
Western are as low, and in most in- 
stances lower, than prices obtainable 
from nonaffiliated sources. 

Western’s margin of profit on sales 
to Bell operating companies, including 
petitioner, for the years 1916 to 1948, 
inclusive, amounted to 4.2 per cent per 
dollar of sales; and its net income 
available for interest and dividends 
amounted to 7.4 per cent return on 
net investment for the total company 
business and 7.3 per cent on its sales 
to Bell operating companies. 

In the absence of any evidence tend- 
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ing to show that petitioner can obtain 
lower prices from _ nonaffiliated 
sources, this Commission cannot arbi- 
trarily find that Western’s prices are 
excessive merely because of the inter- 
corporate relationship existing _ be- 
tween the two companies, nor can it 
attempt, by regulation, to indirectly 
regulate Western’s earnings which, 
over a period of years, do not appear 
to have been excessive. 

Numerous state Commissions have 
attempted to regulate Western’s prices 
and earnings through the disallow- 
ance of Western’s earnings or portions 
of its charges as operating expenses of 
the operating companies. Almost with- 
out exception, on review by courts of 
competent jurisdiction, the state Com- 
missions have been reversed. 

The Commission cannot find from 
the evidence in this record that any 
portion of Western’s prices and charg- 
es to petitioner should be disallowed as 
legitimate charges to the operating 
expenses of the intrastate business of 
petitioner. 


Accrued Depreciation 

[3] 6. Considerable evidence was 
presented in this proceeding, both by 
petitioner and by the public counselor 
as to the proper amount of deprecia- 
tion allowed. The evidence 
shows that at the time Indianapolis 
Telephone Company and Central Un- 
ion Telephone Company were ac- 
quired by petitioner, the property of 


to be 


said predecessor companies was re- 
corded on the books of petitioner at 
the purchase price and no depreciation 
was set up. (Approved by orders of 
this Commission.) An analysis of the 
retirements, which were charged to 
the depreciation reserve, shows that 
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very heavy retirements occurred con- 
sistently in the early years of petition- 
er’s history. This was offset partially 
by the heavy annual accruals in which 
the composite rate did not drop below 
5 per cent until after 1932. 

Depreciation reserve requirement 
studies made and introduced in evi- 
dence in this proceeding indicate that 
the accrued reserve was in the neigh- 
borhood of 25 per cent low. The 
Commission, therefore, must decide 
between a theoretical study and the 
actual existing reserve as accrued by 
the various rates which have been in 
effect. The Commission is inclined to 
favor the use of the actual reserve 
which has been accrued and will use 
the average amount as shown by the 
company records for the last five 
months prior to and including Febru- 
ary 28, 1950. The average for this 
period is $26,040,293. 
Annual Depreciation 

7. The Commission has before it 
testimony and exhibits presented by 
the public and company witnesses, 
both of which include studies of aver- 
age service life, average net salvage, 
and the final depreciation rate for each 
subaccount of company plant. The 
public composite rate as of September 
30, 1949, was 4.05 per cent. This 
compares to the company composite 
rate-of 4.60 per cent. The Commission 
is of the opinion that it should be con- 
sistent in the matter of depreciation 
and if the existing reserve is deficient, 
which is indicated by service studies 
presented in this case, then it would 
appear that the accruals should be con- 
tinued at a higher level than otherwise 
would be necessary if the reserve was 
at the required level. The Commis- 
sion will, therefore, adopt the rates as 
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on- proposed by the company and make no creased from $27,991,727 to $40,- 
ion- change in this allowance. 783,942, an increase of $12,792,215 
ally : . ees or 45.70 per cent; its taxes other than 
nich Comparison of Postwar Years’ Oper- Federal income taxes increased from 
low ations (Total Company) $2,037,034 to $3,060,115, an increase 
8. A comparison of the postwar of $1,023,081 or 50.22 per cent; and 
nent years of 1946 to 1949, both inclusive, jts Federal income taxes increased 
evi- shows that petitioner’s telephone plant from $1,304,200 to $1,837,489, an in- 
that increased from $71,030,305 in 1946 crease of $533,289 or 40.89 per cent. 
igh- to $118,776,864 in 1949, an increase During this same period, while pe- 
The of $47,746,559 or 67.22 per cent; its titioner’s employees only increased 
cide depreciation and amortization reserves from 7,320 in 1946 to 7,654 in 1949, 
the increased from $20,166,161 to $26,- an increase of but 334 employees or 
d by 154,098, an increase of $5,987,937 or 4.56 per cent, its salaries and wages 
n in 29.69 per cent; its telephone plant less paid to employees increased from $14,- 
ed to reserves increased from $92,622,766, 895,014 in 1946 to $20,680,095 in 
serve an increase of $41,783,942 or 82.10 1949, an increase of $5,784,081 or 
| use per cent; its operating revenues in- 38.84 per cent. 
I P g P 
y the 1946 1947 1948 1949 
five Telephone Plant .............0e00: $71,030,305 $84,273,808  $104,727,349 $18,776,864 
ebru- Rte LR AEN: 20,166,161 22,291,817 24,491,672 26,154,098 
, thi oe 50,864,144 61,981,991 80,235,677 92,622,766 
this Operating Revenues ...........+++. 27,991,727 32,255,881 38,297,116 40,783,942 
Taxes Other Than Federal ......... 2,037,034 2,375,486 2,753,638 3,060,115 
Federal Income Taxes ............ 1,304,200 1,103,500 1,881,108 1,837,489 
ere 7,320 8,155 8,018 7,654 
re it Salaries and Wages ...........60.. 14,895,014 17,823,964 19,586,454 20,680,095 
.d by er ee $47,746,559 67.22% 
Re SG TONE sctincesudicdsicteansansiacess 5,987,937 29.69% 
esses, Increase in Plant less Reserves ........ccccccccccce 41,758,622 82.10% 
aver- Increase in Operating Revenues ................20-- 12,792,215 45.70% 
Increase in Taxes Other Than Federal ............ 1,023,081 50.22% 
lvage, Increase in Federal Income Taxes ..............00. 533,289 40.89% 
sia Increase in Number of Employees ................. 334 4.56% 
r each ‘ 
Increase in Salaries and Wages ........ccccesecees 5,785,081 38.84% 
The 
ember Valuation may give consideration to reproduc- 
Phis [4-8] 9. Under the law of this tion costs at current prices, less depre- 
: ; ee mi ae P 
posite state, it is the duty of the Commission ciation. The Commission cannot con- 
1SS10N to value all of the property of the util- sider land values in excess of the as- 
e con- ity actually used and useful for the sessed values for tax purposes or good 
RIOR convenience of the public at its fair will for presumptive values growing 
icient, value and establish reasonable and just out of the operation of the utility as a 
studies rates for the service rendered by the going concern. 
would utility. In determining fair value the [9] Fair value of the utilities 
eines Commission must give consideration property must be based upon tangible 
erwise to all bases of valuation which may be property, having value by reason of 
ye was presented and to the reasonable cost construction costs, labor costs includ- 
ymims- of bringing the property to its then ing supervision, engineering, legal, ac- 
ates as 


state of efficiency. The Commission 
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and also including insurance and in- 
terest charges on capital accounts dur- 
ing the construction period. 

Evidence has been offered by peti- 
tioner and the public with respect to 
the value of petitioner’s property, ac- 
tually used and useful for the conven- 
ience of the public. Petitioner offered 
evidence as to the reproduction cost of 
its property at current prices depreci- 
ated, as to original cost of its property, 
as to original cost of its property de- 
preciated, and as to its capital obliga- 
tions. 

The public offered extensive evi- 
dence concerning petitioner’s capital 
obligations, capital structure and orig- 
inal cost of petitioner’s property, de- 
preciated, as set out in Appendix “C” 
attached hereto. [Appendix “C” 
omitted herein. ] 

The law of this state does not bind 
this Commission to the use of any 
single formula in determining utility 
property valuation; on the contrary, 
the act certainly contemplates that the 
Commission will not be bound by any 
one theory of valuation and will take 
into consideration all bases of valua- 
tion which may be presented and may 
give consideration to reproduction 
costs at current prices, less deprecia- 
tion. 

The public contends that the Com- 
mission should give no consideration 
to reproduction costs at current prices, 
depreciated, in its determination of 
property values in this proceeding. 
The Commission agrees with the pub- 
lic that to use the reproduction cost 
new theory, which at best is highly 
speculative, would not be a sound rule 
to use in establishing utility property 
valuation, particularly in view of the 
fact that the use of such a theory 
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would result in the establishment of 
valuation at the highest possible level 
and the use of such a theory would be 
contrary to former decisions of this 
Commission. On the other hand, it 
would be just as fallacious for this 
Commission to restrict its considera- 
tion in the determination of valuation 
to the use of the original cost depreci- 
ated theory as the one and only meas- 
ure of utility property valuation, that 
probably being one of the lowest valu- 
ations that could be considered. 

The Commission, having consid- 
ered the original cost of petitioner’s 
property, the original cost depreciated, 
the reproduction cost at current prices 
depreciated, petitioner’s capital obli- 
gations, the reasonable cost of bring- 
ing petitioner’s property to its present 
state of efficiency, and the type of serv- 
ice being rendered by petitioner, peti- 
tioner’s requirement for working capi- 
tal and materials and supplies, is of 
the opinion and now finds that the 
fair value of petitioner’s property used 
and useful for the convenience of the 
public in the rendition of telephone 
utility service, in intrastate commerce, 
is not less than $88,000,000, which 
amount will be used as a rate base in 
this case. 


Adjustments to Net Operating In- 
come 

10. (a) Pension Accruals 

Mr. Hansell, an independent actu- 
ary, employed by the Commission to 
make a study of petitioner’s pension 
accruals, found that petitioner has 
been overaccruing for pension pur- 
poses. Petitioner’s pension accrual 
rate for 1949 was 6.02 per cent on the 
modified remaining cost basis, where- 
as the rate developed by Hansell was 
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5.05 per cent or .97 per cent less. Pe- 
titioner’s 1950 pension accrual rate is 
6.76 per cent as compared to the rate 
developed by Hansell of 6.07 per cent, 
a difference of .69 per cent. 

The Commission is of the opinion 
that the rate developed by the Hansell 
study should be adopted for the pur- 
pose of this rate case and finds that 
petitioner’s net operating income 
should be adjusted accordingly. 

In determining the proper adjust- 
ment to be made, as shown on Appen- 
dix “D,” attached hereto [Appendix 
“DPD” omitted herein] the Commission 
has taken the five months’ payroll end- 
ing February 28, 1950, of $9,267,545, 
annualized for an annual payroll of 
$22,242,108, and applied the Hansell 
rate of 6.07 per cent which results in 
a reduction in accruals of $153,470, 
which is the difference in dollar re- 
sults from the application of the Han- 
sell rate of 6.07 per cent as compared 
to petitioner’s rate of 6.76 per cent. 
Charges to construction of $18,263, 
or 11.9 per cent of $153,470, has been 
deducted, as shown by public Exhibit 
70, leaving a balance of $135,207 as 
expense portion, for total company. 

Pension accruals being computed on 
total payroll, it is necessary that the 
interstate part be eliminated. In mak- 
ing this elimination the Commission 
has used 81.1 per cent as the intra- 
state portion, this percentage being 
the mid-point of allocations as shown 
by petitioner’s Exhibits 4, 29, and 44 
and public’s Exhibits 36, 37, and 38 
resulting in an intrastate portion of 
$109,653. From this amount $658 
was deducted as intrastate portion of 
depreciation applicable to that amount 
charged to construction, leaving an 
amount of $108,995. From this 
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amount $41,418 was deducted as Fed- 
eral income tax on $108,995, leaving a 
net increase in earnings due to the dif- 
ference between the application of peti- 
tioner’s rate of 6.76 per cent and the 
Hansell rate of 6.07 per cent in the 
amount of $67,577, which is the 
amount that the Commission will use 
in adjustment of petitioner’s net oper- 
ating income. 

Pension accruals charged to Ac- 
count 323 have been determined by 
using the amount of $36,977 for the 
five months’ period ending February 
28, 1950, annualized to $88,745. 
This amount has been separated as 
between interstate and intrastate by 
using 80.33 per cent, as developed on 
public Exhibit 38 as the intrastate por- 
tion which results in the amount of 
$71,289. From this amount the Com- 
mission has deducted $27,090, being 
Federal income tax at 38 per cent of 
$71,289, leaving the net amount of 
$44,199 as a proper adjustment of 
petitioner’s net intrastate earnings, as 
shown on Appendix “D” attached 
hereto. [Appendix “D” omitted here- 
in. | 


(b) Federal Tax Savings 


This adjustment is purely an arith- 
metical computation based upon the 
assumption that instead of petitioner 
having a capital structure of 100 per 
cent common stock, it had a capital 
structure of one-third debt and two- 
thirds equity, which would result in 
an annual Federal tax savings to peti- 
tioner of $262,798, as shown on pub- 
lic Exhibit 71 under Honaker Method 
#1. While this Commission is not 
attempting to dictate to petitioner 
what type of capital structure it should 
have, nevertheless, if petitioner did 
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have a capital structure of one-third 
debt and two-thirds equity, it would 
have realized a tax savings of $262,- 
798 annually and this figure will be 
used by the Commission in adjustment 
of petitioner’s net operating income as 
shown on Appendix “D” attached 
hereto. [Appendix “D” omitted here- 
in. | 

(c) Labor Costs 

This adjustment is the result of the 
recent and last labor increase resulting 
from a Labor Arbitration Award. 
Both the petitioner and public are in 
agreement that the net effect of this 
labor increase amounts to $148,562, 
and this figure will be used by the 
Commission in adjusting petitioner’s 
net intrastate operating income as 
shown on Appendix “D” attached 
hereto. [Appendix “D” omitted here- 
in. | 

(d) Skelton Adjustments 

Garland G. Skelton, an independent 
accounting consultant, employed by 
the Commission to make a study of 
petitioner’s operations, in his testi- 
mony and in the exhibit which he pre- 
pared as a result of his study (public 
Exhibit 70), finds that certain adjust- 
ments should be made to petitioner’s 
intrastate net operating income, in the 
net amount of $64,397, increasing net 
income by that amount as shown on 
Appendix “D.” This adjustment has 
been adopted by the Commission as a 
reasonable and proper adjustment of 
petitioner’s intrastate net operating 
income. 

Mr. Skelton testified in detail con- 
cerning these adjustments and they 
are fully explained in public Exhibit 
70, and set out below. 
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1. Maintenance Expense 
(Casualty Expense and nonre- 
curring expenses in the conver- 
sion of the Peru and Frankfort 
exchanges ) 

2. Depreciation and amortization 


($226,231) 


(annualized depreciation rates) 52,204 
3. Amortization of rate case ex- 

Ee eee ere ( 250,060) 
4. Increase in pension benefits un- 

der pension agreement ........ 86,872 
5. Taxes other than Federal in- 

I, ick su aweee nano 214,006 
6. Federal income taxes ........ 46,819 

Net Operating Income (Total 

CRUD iccvtdectaveceenes ( 76,390) 

Net Operating Income (Intra- 

ee ere ( 64,397) 


( ) Denotes increase. 


11. After studying and considering 
the company method of separation of 
its property, expenses, and revenues 
as between intrastate and interstate 
business and MHonaker Separation 
Method No. 1 and Method No. 2, the 
Commission finds that, while there is 
no precise mathematical method of 
separation, it appears that Honaker 
Method of Separation No. 1 is more 
reasonable and equitable and for the 
purpose of this proceeding will be 
adopted as the method of separation 
used. 

12. The earnings of petitioner are 
and have been insufficient to provide 
a reasonable and just return on the 
fair value of the property devoted by 
it to intrastate telephone service in 
Indiana, resulting from the increased 
costs of operation, due primarily to 
increased costs of labor, taxes, and 
materials and supplies, and that unless 
an adjustment is made in the rates for 
such service at this time, petitioner’s 
earnings will continue to be insuff- 
cient to provide a reasonable and just 
return and an adjustment therein 
should be authorized. 

[10] 13. A reasonable and just 
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rate of return to which petitioner is 
entitled is 6 per cent on the fair value 
of its property actually used and use- 
ful for the convenience of the public 
in the rendering of intrastate tele- 
phone service in Indiana, which fair 
value the Commission finds to be 
$88,000,000 which amount will be 
used as a rate base in this proceeding. 

14. Petitioner’s intrastate earnings, 
based on Honaker Separation Method 
No. 1 with adjustments which are set 
out in these findings and appendices 
attached hereto [appendices omitted], 
for the five months’ period ended Feb- 


Gross Rewemme Imcrease ....ccccicccccccccces 


Less: License Contract Expense 
Indiana Gross Income Tax 


Balance subject to Federal Income Tax 
3alance after Federal Income Tax 
$1,514,117 


anata = $2,498,131 
60.61% 





Ree De CIE on acc ccc cucsasndeess 
Indiana State Gross Income Tax ............. 
PONG. DE SOE vcecccnntvcepecnnsecsars 
a PN cn cuaksAanesassnkeceiieessdes 


BE DE3 koe bev ane oe eeeeeaaee 


[11] This proceeding presents the 
basic problems of determining the fair 
value of petitioner’s property, actually 
used and useful for the convenience of 
the public, and the establishment of 
intrastate exchange and toll rates 
which will be reasonable and just. In 
determining the fair value of petition- 
er’s property, the Commission has 


taken into consideration the license fee 
contract, Western Electric prices, sep- 
aration of property, revenues and ex- 
penses as between interstate and in- 
trastate business, depreciation, plant 
under construction, property held for 
future use, materials and _ supplies, 
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paw pideeinhn creeks emmement 38.00% 
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ruary 28, 1950, annualized amounted 
to $3,765,883. Its earnings, using a 
base of $88,000,000 and a rate of re- 
turn of 6 per cent, would be $5,280,- 
000. The difference between what its 
earnings would have been at a 6 per 
cent return on a base of $88,000,000 
and its adjusted earnings of $3,765,- 
883 results in a deficiency of $1,- 
514,117. 

In order to increase petitioner’s net 
earnings in the amount of $1,514,117, 
it will be necessary to increase its in- 
trastate gross earnings of $2,498,131, 
which has been calculated as follows: 


100.00% 





97.75% 
37.145% 
60.605% 


60.61% 


ee ee ee ee Tree 1.00% $24,981.00 
re err TT ee 1.25% 31,227.00 
Ce ee Cree 38.00% 927,931.00 
eee Te Ot eT ee ee 1,513,992.00 


$2,498, 131.00 


working cash requirement, original 
cost of property, reproduction cost of 
property depreciated, capital structure, 
and the cost of bringing petitioner’s 
property to its present state of effi- 
ciency. 

Immediately following World War 
II, petitioner and all other telephone 
companies were faced with the prob- 
lem of meeting unprecedented de- 
mands for service both for new 
service and for regrading of existing 
service. To meet this demand it was 
necessary that petitioner make sub- 
stantial additions to its plant at a time 
when construction costs were at an 
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extremely high level. The costs of 
petitioner's construction program 
have been and are being paid for out 
of funds realized from the sale of addi- 


tional common stock and out of sur- 
plus as is demonstrated by the follow- 
ing figures: 


(Total Company) 


SO PED cndctuckastaswenseesesnneeaeeunan 
Net Plant 
Capital Stock 
Surplus 
Dividends 
Dividend Rate 

( ) Denotes Decrease 


These figures clearly indicate that 
petitioner's construction program, ne- 


Increase or 


1945 1949 Decrease 
$64,380,466 $118,776,864 85.5% 
46,717,781 92,622,766 98.0% 
41,000,000 85,000,000 107.3% 
1,485,465 979,055 ( 33.5%) 
2,870,000 3,150,000 97% 
7.0% 4.0% ( 3.0%) 


The increase in annual gross revenue 
of approximately $2,500,000, author- 





ized by this order, will result in an 


cessitated by the public demand for 
average annual increase of $4.40 per 


additional and better service, has not 
been paid for out of earnings but, on 
the contrary, has been paid for out of 
increased capital investment and from 


crease, per station, of 36 cents: 


Accounting fee $60,996.31 


. IOOTIE BOE oo vice ccc cccvvweces 44,885.40 

surplus. : Publication of legal notices of 
Petitioner had in operation as of hearing ......secscecescescees 209.95 

February 28, 1950, 563,046 stations. MED avaciecanciacdwnaedn $106,091.66 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wood County Telephone Company 


2-U-3273 
August 17, 1950 


PPLICATION by telephone utility for authority to increase 
A rates; exchange rate increase authorized. 


Valuation, § 237 — Property leased to others — Exclusion from rate base. 
1. The value of a telephone building which is leased to others will be ex- 
cluded from a rate base where revenues from this property and expenses 
apportioned to rented space have been excluded from income account, p. 144. 

Expenses, § 142 — Directory expense — Exclusion for failure to sell advertising 
2. A telephone company’s expense for issuing a directory was excluded from 
consideration in determining the reasonableness of rates because of the com- 
pany’s failure to sell advertising space, which the Commission believed would 
produce revenue equal or in excess of directory cost, p. 145. 
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station or an average monthly in- | 
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Return, § 111 — Telephones. 


sur- 3. Rates which would yield a return of 6.18 per cent on a telephone com- 
llow- pany’s rate base were considered reasonable and lawful, p. 145. 
Rates, § 565 — Telephones — Pay calls. 
4. A telephone company’s request for authority to place into effect a rate 
of 10 cents for local calls furnished through public and semipublic pay sta- 
-ase Or tions will be denied where the record does not contain sufficient data to 
— ascertain the cost of the service, p. 146. 
0% 
3%o Rates, § 571 — Telephone — Switching service. 
ae Statement that the switching rates of a telephone company of about 8,000 
0%) stations consisting of $2.60 per month for business and $1.60 per month for 
residence were out of line with the cost of such service, particularly since 
the commission on toll messages originated on switched lines was retained 
venue by the company, p. 145. 
uthor- * 
in an : pee ag , ; Te 
40 per By the COMMISSION : The Wood an automatic board, _Unlimited inter- 
is County Telephone Company, W iscon- exchange service without charge is 
. | sin Rapids, Wood county, filed an rendered between applicant’s  ex- 
| application with the Commission on changes, and toll rates are filed for toll 
0,996.31} February 28, 1950, for authority to service to exchanges of other com- 
4,885.40 | increase telephone rates. Notice of panies. 
209.95 


investigation and hearing and assess- 
ment of costs was issued March 14, 
1950. 

Hearing: On April 19, 1950, at 
Wisconsin Rapids before examiner 
John S. Cavanaugh. 


APPEARANCES: D. G. Smart, Gen- 
eral Manager, and H. B. Flower, Su- 


The articles of the Wood County 
Telephone Company provide that 
stock of the company shall only be 
sold to such persons as rent telephone 
service from it and that not more than 
3 shares of its stock for each main line 
telephone may be held by any stock- 
holder. The par value of each share 


ny perintendent, Wisconsin Rapids, for 15 $100, and it is binding on the com- 
: Wood County Telephone Company; Pany to so regulate its capital stock 
Donald B. Reiland, Attorney, Wis- that it can and will sell its stock at 
consin Rapids, for Rudolph Telephone P#?- Dividends are credited monthly 
Company, in opposition; William H. stockholders at the same time the 
. Evans, rates and research department, monthly bill is rendered. The owner- 
of the Commission Staff. ship of the company is widely spread 
ms The Wood County Telephone Com- amongst 1,251 meres no one of 
| be ex} Pany operates three exchanges, Wis- whom owns more than 2.2 per cent of 
expenses} consin Rapids with 6,539 stations, the outstanding shares. 
t, p. 144. Nekoosa with 865 stations, and Port The present and proposed net ex- 
vertising Edwards with 401 stations. The Wis- change rates for the principal classes 
ded from consin Rapids and Nekoosa switch- of service are shown below: [Sched- 
the com-}| boards are of the central energy type, ule omitted ]. 
ed would} and the Port Edwards switchboard is Applicant also proposes to revise or 
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file rates for push buttons, buzzers, 
public telephones, private branch ex- 
changes, colored handsets, radio loops, 
and private line service. It is also 
proposed to increase service connec- 
tions, move and reconnection charges, 
and to file general rules and regula- 
tions. The revisions are estimated to 
yield approximately $80,853 of addi- 
tional revenue a year. 

Opposition was entered by the Ru- 
dolph Telephone Company to the pro- 
posed increase in the toll rate from 
Wisconsin Rapids to Rudolph from 
the present 5 cents per message to 10 
cents per message for station-to-sta- 
tion, and 25 cents per message for 
person-to-person messages. The pro- 
posed rates would be identical to the 
intrastate rates of the Wisconsin Tele- 
phone Company. Applicant  esti- 
mates that the decrease in number of 
messages under the proposed rates will 
offset increased revenues due to the 
toll rate increase. No other changes 
in the present toll rate structure is 
proposed. 

Applicant has negotiated a new con- 
tract with the union representing its 
employees, providing for a pension 
The contract also contains pro- 
automatic increases in 


plan. 
vision for 
wages depending on length of service. 
Because of the growth in number of 
stations, it is necessary to employ two 
additional operators, one trouble-man, 
one clerk, and a janitor in the recent- 
ly enlarged central office. Increases to 
foreman and general office employees 
to maintain wage differentials are also 
The amount of these in- 
creases to operating 
expenses on an annual basis are shown 


proposed. 
apportionable 


below: 
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Annual 

Amount 

Additional employees ............... $14,073 
PU IEE cndsnvcenesvacseuce 12,330 
Negotiated wage increases ........... 2,296 
Other wage adjustments ............ 3,708 
Compensation insurance ............. 263 
ME cbc aeedacnesensevnneaeedaee $32,670 


Depreciation expense will be in- 
creased $5,813 a year based on depre- 
ciation rates certified to the Commis- 
sion applied to plant after additions in 
the process of construction or to be 
completed in the next eighteen months. 
Additional taxes will total $25,238. 
The wage increases, additional depre- 
ciation, and taxes amount to $63,721 
a year. 

Net operating income for 1949 
amounted to $17,232, a decrease of 
$5,428 from the amount reported in 
1948. The applicant’s estimate of 
projected net operating income is 
$34,364 a year. 

The Commission in docket CA- 
2856 authorized the Wood County 
Telephone Company to _ construct 
$104,786 of additions to plant. The 
major portion of the additions are for 
aerial and underground cable to re- 
lieve present inadequate cable or open- 
wire facilities. The Commission has 
also approved under docket 2-SB-399 
a request to issue $200,000 of com- 
mon stock to retire presently out- 
standing short-term notes and to pay 
for additions to plant. 

[1] Applicant’s gross plant in serv- 
ice as of December 31, 1949, amounted 
to $813,469. The central office build- 
ing contains space rented to other per- 
sons or organizations. The revenue 
from this source and expenses appor- 
tioned to space rented have been ex- 
cluded from the income account in the 
utility’s annual report. The Com- 
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mission will, therefore, exclude $18,- 
000 from plant value representing the 
estimated portion of the building de- 
voted to nonutility service and in- 
cluded in the building account. Net 
additions to plant under the construc- 
tion program will amount to $89,454, 
bringing the gross book value of util- 
ity plant to $884,923. The depreci- 
ation reserve as of December 31, 1949, 
amounted to $277,004. Adjusting the 
reserve for one year’s projected de- 
preciation accrual of $26,580 and re- 
tirements of $15,332 results in an 
adjusted balance of $288,252. The 
net book value of plant after comple- 
tion of the construction program is 
$596,671. 

[2] Applicant does not sell adver- 
tising space in its directory and direc- 
tory expense in 1949 amounted to 
$1,870. It is unusual for a telephone 
utility of the size of this utility lo- 
cated in a commercial center and coun- 
ty seat to issue a directory without 
selling advertising space. Revenues 
from advertising can reasonably be 
expected to equal or exceed directory 
expense and, therefore, the Commis- 
sion will exclude such expense from 
consideration in determining the rea- 
sonableness of the proposed rates. 
This adjustment will offset the com- 
putation of income taxes. Likewise, 
it is noted that interest expense was 
not considered by applicant in the 
computation of income taxes. 

[3] The Commission estimates net 
operating income under the proposed 
rates to be $38,048 representing a 6.18 
per cent return on the net book value 
of plant plus an allowance of $18,675 
for materials and supplies. The pro- 
posed rates do not result in an un- 
reasonable return. 


[10] 145 


The Commission has examined the 
rates proposed by applicant and be- 
lieves that some adjustments should 
be made in the rate differentials be- 
tween certain classes of service. The 
proposed differential between _busi- 
ness one-party and residence one- 
party service is $1.75. The differen- 
tial is considered too low, and the 
business one-party rate will be in- 
creased 25 cents a month. Likewise, 
the proposed differential between rural 
business and rural residence rate is 
only 80 cents, and this differential will 
be increased to one dollar by increas- 
ing the rural business rate 10 cents a 
month and decreasing the rural resi- 
dence rate 10 cents a month. The 
proposed switching rates of $2.60 a 
month for business and $1.60 a month 
for residence stations are out of line 
with the cost of such service, particu- 
larly if consideration is given to the 
fact that toll commission on toll mes- 
sages originated on switched lines is 
retained by applicant. The proposed 
switching rates will be reduced to 
$1.50 a month for business stations 
and one dollar for residence stations. 
Rates for extension stations are not 
increased in the applicant’s proposed 
schedule. The Commission will au- 
thorize extension rates of one dollar 
a month for business and 75 cents a 
month for residence stations. 

The rates proposed by the Commis- 
sion will increase revenues in some 
rate categories and decrease revenues 
in others, but the estimated net result 
will be to produce revenues on an 
over-all basis in an amount which will 
be approximately the same as would 
result from application of the com- 
pany’s proposed rates. 

The Commission does not believe 
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that applicant has made sufficient 
showing for need to increase the toll 
rate to Rudolph. The Rudolph Tele- 
phone Company provides the facilities 
to the Wisconsin Rapid City limits. 
Testimony of witnesses indicates a 
close community of interest, and until 
more facts with respect to costs are 
developed the present 5-cent toll rate 
should be retained. The Wood Coun- 
ty Telephone Company and _ the 
Rudolph Telephone Company have an 
arrangement for distribution of toll 
revenues from this traffic. If the cost 
of handling such traffic has increased 
proportionately, more for one com- 
pany than the other, the connecting 
company contract can be renegotiated. 

[4] The applicant has requested 
authority to place in effect a rate of 
10 cents per local call for service fur- 
nished through public and semipublic 
pay stations. The record does not 
contain sufficient data to ascertain the 
cost of such service. In the absence of 
supporting evidence, the Commission 
is disposed to continue the present 
rate of 5 cents per local calls. 

The income account for 1949 and 
pro forma income account after adjust- 
ment by the Commission, and the cal- 


culation of the rate base are shown 
below: [Table omitted. ] 

The Commission finds : 

1. That the present exchange rates 
of the Wood County Telephone Com- 
pany are unreasonable because of in- 
adequacy. 

2. That the present toll rates for 
messages originating at the exchanges 
of the Wood County Telephone Com- 
pany are reasonable and lawful. 

3. That the net book value of prop- 
erty and plant in service plus allow- 
ance for materials and supplies after 
completion of the construction pro- 
gram is $615,346 and such amount 
constitutes a reasonable and lawful 
rate base for the purposes of this pro- 
ceeding. 

4. That exchange rates authorized 
herein will result in an operating in- 
come of approximately $38,048 rep- 
resenting a return of 6.18 per cent on 
the rate base found above, which rate 
of return is not an excessive rate of 
return and which rates are reasonable 
and lawful. 

The Commission concludes: 

That an order be issued authorizing 
the rates as prescribed herein. 





NORTH CAROLINA UTILITIES COMMISSION 


Re Anson Telephone & Telegraph 
Company 


Docket No. P-3 
September 27, 1950 


PPLICATION by telephone company for increase in exchange 
A rates; modified rate increase authorized. 
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RE ANSON TELEPH. & TELEG. CO. 


Return, § 111 — Telephones. 


1. A telephone company’s return of 4.40 per cent on its net investment 
was not considered adequate, p. 148. 


Return, § 111 — Telephones. 


2. A rate of return of 9.72 per cent which would result from rates and 
charges contained in a telephone company’s application for a rate increase 


was considered excessive, p. 148. 


Return, § 111 — Telephones. 


3. A rate of return of approximately 6.50 per cent on net investment plus 
allowance for working capital was considered fair and reasonable to both a 
telephone utility and the public, p. 148. 


APPEARANCES: A. P. Kitchin, 
Attorney for the Anson Telephone and 
Telegraph Company, Wadesboro, for 
the applicant ; 

For the Protestants: Walter E. 
Brock and R. E. Little, Attorneys at 
Law, Wadesboro, representing certain 
members of the Wadesboro Merchants 
Association and Chamber of Com- 
merce. 


By the Commission: The above- 
entitled matter came on for hearing 
and was heard by the Commission on 
the 22nd day of May, 1950, on the 
petition filed by the Anson Telephone 
and Telegraph Company, Wadesboro, 
North Carolina, on the 27th day of 
February, 1950. Notice of the hear- 
ing was duly published and an affi- 
davit to this effect was received in evi- 
dence in this proceeding. 

In its petition for an increase in its 
exchange rates, the applicant contend- 
ed that its earnings were insufficient 
to meet the general increase in cost of 
materials, wages, and other operating 
expenses. The applicant further 
showed that at the date of its incor- 
poration, October 1, 1937, there were 
501 company-owned telephone sta- 
tions in service as compared with 1,517 
stations in service at the present time, 


representing an increase of approxi- 
mately 200 per cent. 

During the same period of time, its 
gross operating revenues increased 
$44,091.54, or approximately 289 
per cent; while its operating expenses 
increased $50,251.62, which was 
equivalent to an increase of approxi- 
mately 400 per cent. 

Applicant further represented that 
the rates and charges now in effect 
are the same as those which have 
been charged for the past twenty-five 
years. 

The applicant further contended that 
the major factors contributing to the 
need for increased rates were the new 
minimum wage scale of 75 cents per 
hour under the Fair Labor Standards 
Act, as amended ; the increased cost of 
materials used in its telephone busi- 
ness; the need for an experienced 
manager; and the continuation of its 
expansion program with respect to 
rural telephone service. 

An examination by the Commis- 
sion’s accounting staff prior to the 
formal hearing date disclosed that the 
company’s rate of return, after pro- 
forma adjustments to reflect through- 
out the period under examination 
additional expenses already incurred, 
or to be incurred in the immediate fu- 
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ture, was 4.40 per cent on its net in- 
vestment during the period. 

The accounting staff's examination 
also revealed that after the reflection 
of additional revenues which would be 
derived from the applicant’s proposed 
rates, the rate of return would become 
9.72 per cent on net investment dur- 
ing the period. 

[1, 2] It is apparent to the Com- 
mission that the rate of return of 4.40 





per cent derived from present rates and 
charges does not constitute a fair and 
On the oth- 


reasonable rate of return. 
it appears to the Commission 


er hand, 
that a rate of return of 9.72 per cent, 
which would result from approval of 
the rates and charges as set forth in the 
application, would constitute more than 
a face ama eas ahi oe Cm 

a tair and reasonable rate of return to 


be extracted from the public. 
[3] 


tion to the record in this proceeding 


After giving mature considera- 


and to the results of the accounting 
staff’s examination as set forth in the 
report which was made a part of the 


record, the Commission is of the 
opinion that a rate of return of ap- 
proximately 6.50 per cent on the 
applicant’s net investment, plus al- 


lowance for working capital, consti- 
tutes a fair and reasonable rate of 
return to both the applicant and the 
public. 

It is estimated that the rates and 
charges proposed by the applicant in 
its petition would produce additional 
gross revenues in the approximate 
amount of $11,344. 

The Commission, having heretofore 
found that a rate of return of approxi- 
mately 6.50 per cent on the applicant’s 
net investment, plus an allowance for 
working capital, constitutes a fair and 
reasonable rate of return, now finds 
that additional gross revenues in the 
amount of $4,500 are needed to pro- 
duce such a rate of return. 

In view of the above, therefore, 

It is ordered, that the Anson Tele- 
phone and Telegraph Company pre- 
pare and submit to the Commission for 
approval revised rate schedules which 
vill produce additional annual gross 
revenues in the amount of $4,500. 

It is further ordered, that said re- 
vised rates and charges become ef- 
fective immediately following Commis- 
sion approval thereof. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


2-U-2292 


September 29, 1950 


APPLICATION for authority to revise rates for telephone serv- 


ice to hotels; granted. 


For earlier decision, see (1949) 


80 PUR NS 482. 


Discrimination, § 167 — Telephone rates — Concessions to hotels. 
1. Telephone companies should not be required to underwrite the cost of 
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RE WISCONSIN TELEPH. CO. 


operating the telephone department of a hotel by granting rate concessions, 


p. 150 


Rates, § 568 — Telephones — Service to hotels. 
2. A telephone company is entitled to compensation for the use of all 
facilities used in rendering service to hotels, and rates should be designed 


to cover such costs, p. 150. 


Rates, § 585 — Telephone toll service — Commission on hotel calls. 
3. Telephone companies paying hotels 15 per cent of interstate toll reve- 
nues originated by the hotel should apply the same rate of commission 


to intrastate toll calls, p. 151. 


Rates, § 568 — Telephone service 





Hotels. 


4. Rates charged hotel guests for incoming and outgoing telephone serv- 
ice should be sufficient to compensate the hotel for its cost of providing 


such service, p. 151. 


Rates, § 585 — Hotel telephone service — Service charges. 
5. No service charges applicable to intrastate telephone toll calls origi- 
nated by hotels should be authorized, p. 154. 


By the Commission : The Commis- 
sion in an order dated July 18, 1949, 
80 PUR NS 482, 512, in the above- 
entitled docket retained jurisdiction “to 
permit the filing of revised rates for 
service furnished to and by hotels 
served by Wisconsin Telephone Com- 
pany after the presentation of evidence 
by the interested parties.” 

On September 8, 1949, the Commis- 
sion received a request from the Wis- 
consin Telephone Company by its at- 
torneys as follows: 

“Wisconsin Telephone Company re- 
spectfully requests authority to put into 
effect the rates which it has proposed 
for service to hotels at its respective 
exchanges. 

“Tn conformity with the order above 
referred to, the company requests that 
a hearing be set for the purpose of 
hearing the evidence of the parties on 
this subject.” 

APPEARANCES: Tele- 
phone Company, by John A. Ander- 
son, Attorney, and Francis J. Hart, 
General Counsel, Milwaukee. 


Wisconsin 


149 


In opposition: Wisconsin Hotel 
Association, by Irving A. Lore, Attor- 
ney, Milwaukee; P. H. Porter, Attor- 
ney, Madison; Schroeder Hotel Com- 
pany, by Irving A. Lore, Attorney, 
Milwaukee. 

Of the Commission staff: H. J. 
O’Leary, rates and research depart- 
ment, and K. J. Jackson, rates and 
research department. 

Briefs were submitted by John A. 
Anderson and Francis J. Hart for the 
applicant and Irving A. Lore and P. H. 
Porter for the Wisconsin Hotel As- 
sociation. 

There appear to be two matters to 
be determined by the Commission : 

(1) The establishment of a reason- 
able. schedule of rates for service and 
equipment furnished by the telephone 
company to hotels. 

(2) The establishment of reason- 
able charges which the hotels may col- 
lect from their guests for use of tele- 
phone service in the hotel. 

Present rates applicable to hotel 
service are set forth in Exhibit 2H. 
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There are three schedules. One 
schedule applicable to Milwaukee 
alone provides for the payment by 
the hotels of 24} cents for each local 
message and 30 cents per month 
each station connected to the 
switchboard. There is no 
charge for switchboards or for 
trunks. Another schedule applicable 
at 39 exchanges of the company re- 
quires the hotel to pay 5 cents per 
local message up to a guaranty equal 
to the one-party business rate per trunk 
and 2} cents for messages in excess 
of the guaranty. Switchboard charges 
range from $12 to $30 per month de- 
pending on capacity and the station 
rate with but minor exception is 50 
cents per month. The remaining 
schedule applicable at 49 exchanges of 
the company requires the hotel to pay 
23 cents for all local calls and guarantee 
revenue per trunk equal to the one- 
party business rate. In this group a 
switchboard charge of $6 per month 
regardless of capacity is applicable, and 
stations with but minor exceptions are 
charged for at 50 cents per month. 
The rates which the company pro- 
poses to apply are set forth in Exhibit 
3H. They provide that the hotels 
pay standard rates for switchboards— 
the same rates that are paid by other 
customers who use _ switchboards. 
Local messages would be charged for 
at 4 cents each with no charge for 
trunks and no trunk guaranty. A 
charge of 75 cents per month would 
be made for stations except in cases 
where the hotels own the inside wir- 
ing, where an allowance of 10 cents 
per month per station would be made. 
[1,2] The company takes the posi- 
tion that the service and equipment 
furnished hotels is not different from 
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hotel 


that furnished other commercial pri- 
vate branch exchange subscribers and 
that like charges for like service should 
apply. 

The Wisconsin Hotel Association 
does not concede the reasonableness of 
any increase in switchboard rentals nor 
any increase in station rentals beyond 
5 cents per month. However, the 
hotels desire to pass on their full cost 
of rendering public telephone service 
to their guests through increases in 
local message charges and establish- 
ment of service charges on intrastate 
toll messages. If concessions in the 
form of lower rates for switchboards 
and stations are allowed they claim 
that the maximum increase that should 
be allowed is as follows: 

(1) The establishment of switch- 
board rentals at Milwaukee at 50 per 
cent of the standard rate. 

(2) Increases in switchboard at 
other points at 50 per cent of the com- 
pany’s proposals. 

(3) Increases in station rentals of 
10 cents per month per station. 

(4) Increase in local message 
charges from 23 cents to 4 cents. 

The hotel association claims that 
hotels are entitled to preferential 
rates. The contention is based upon 
orders issued by the Commission fol- 
lowing the decision of the Wisconsin 
supreme court in the case of Hotel 
Pfister v. Wisconsin Teleph. Co. 
(1930) 203 Wis 20, PUR1931A 4839, 
233 NW 617, 73 ALR 1190. The as- 
sociation calls attention to the follow- 
ing concepts and principles set forth in 
Commission orders subsequent to the 
Pfister Case. 

(1) There are “certain rather 
marked and distinguishing charac- 
teristics, which clearly separate hotel 
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RE WISCONSIN TELEPH. CO. 


telephone service from other classes of 
service.” ([1932] 3 Wis PSC 204, 
213, PUR1933C 479, 485.) 

(2) “The hotel is more than a mere 
agent of a utility the hotel is 
both an agent and a patron of the util- 
ity. In its capacity as a patron, the 
hotel buys telephone service from the 
utility, and a portion of this service 
it sells to the public in its capacity as 
agent of the utility.” (3 Wis PSC at 
p. 208, PUR1933C at pp. 481, 482.) 

‘ap ™. the private system 
within the hotels is but an extension 
of the telephone company’s system as 
far as the former is used to furnish 
telephone service to the public in con- 
nection with the latter.” ([{1910] 5 
Wis RCR 678, 690. ) 

As the Commission understands the 
position of the association, rates for 
service to hotels should cover the dif- 
ference between what the hotel collects 
from its gusets in telephone charges 
and the total cost of rendering tele- 
phone service. The justification for 
this position is that the Commission 
has considered the hotel as the agent of 
the telephone company and that the 
agent should not be required to furnish 
telephone service at a loss. 

The Commission is not convinced 
that the telephone company should be 
required to underwrite the cost of 
operating the telephone department of 
a hotel in the form of concession rates. 
Nor is it convinced that the hotel 
should be considered the same as any 
other commercial private branch ex- 
change subscriber. The telephone com- 
pany is entitled to compensation for 
the use of all facilities used in rendering 
hotel service and reasonable rates 
should be designed to cover such costs. 

[3, 4] Present rate schedules of the 
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company on file with the Commission 
provide that in connection with hotel 
semipublic branch exchange service in 
cities of the first class (Milwaukee) an 
optional local message charge is ap- 
plicable. Hotels that cater primarily 
to transient guests, maintain a switch- 
board with 24-hour service and an 
outside extension telephone in each 
guest room, and allow the charging of 
rates for telephone service to open ac- 
count have the option of charging 5 
cents or 10 cents for each local message. 
Milwaukee hotels that cannot meet the 
qualifications indicated above can 
charge only 5 cents for each local mes- 
sage. The local message charge at all 
exchanges other than Milwaukee is 5 
cents per call. The schedules also pro- 
vide that the telephone company will 
pay the hotel 10 per cent of intrastate 
toll revenue originated by the hotel 
with a maximum of 10 cents on any 
one message. It is the Commission’s 
understanding that the telephone com- 
pany pays all hotels 15 per cent of 
interstate toll revenues originated by 
the hotel. The Commission is of the 
opinion that the same rate of commis- 
sion should be applied to intrastate toll 
calls, and it will be so provided in the 
order. 

The above schedule of local message 
charges was designed to compensate 
the hotel for the cost of providing 
guests with incoming and outgoing 
telephone service. The Commission in 
the past has taken the position that the 
hotel guest should be charged rates 
that compensate the hotel for its cost 
of providing incoming and outgoing 
service. The Commission considers 
this principle to be sound. 

The hotel telephone system has 
these principal functions: (1) To pro- 
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vide the hotel as a subscriber with 
telephone service for its own purposes, 
(2) to provide an internal intercom- 
municating system between the guest 
and the hotel and among guests, and 
(3) to provide the guest with incoming 
and outgoing service to the public. All 
of the costs of maintaining and operat- 
ing a telephone system within a hotel 
are joint costs and must be apportioned 
therefore between “guest” and “‘man- 
agement” functions. It is therefore 
necessary to determine the total cost 
to the hotel of maintaining and operat- 
ing the telephone system and then ap- 
portion this cost as between “guest” 
and “management.” 

A study has been made by the hotel 
association at eight hotels in the state 
of the cost of maintaining and operat- 
ing the telephone system in the hotel. 
The telephone company has made a 
study of the distribution of calls and 
work units between management and 
guest telephones for the same hotels. 
These data make it possible to appor- 
tion costs between “guests” and 
“management.” Regardless of the 
basis of apportionment of costs—and 
there are differences between the com- 
pany and the association as to the rea- 
sonableness of methods used—the da- 
ta can be used to show a variety of re- 
sults. The Commission is in agree- 
ment with the company that the data 
submitted by the association is confus- 
ing and complicated in form and 
cannot be revised to segregate calls 
placed by “guest” and “management.” 
The company has proposed a method 
of apportionment in which most of the 
data furnished by the association can 
be used. With a further revision in 
the method proposed it would appear 
that reasonable estimates can be made. 


Such estimates are shown on follow- 
ing page in Table I: 

All of the costs of furnishing tele- 
phone service as computed by the asso- 
ciation are included in Table I except 
the estimate of rental of facilities 
(switchboards and stations). The 
method as used in Table I was con- 
sidered more accurate than the method 
used by the association. Although all 
items of cost as computed by the as- 
sociation have been included, the Com- 
mission considers that some of the 
items could be eliminated and the level 
of others reduced. The costs as com- 
puted in Table I appear to be maxi- 
mum costs. 

As previously stated the data cover- 
ing the hotel in Table I can be used to 
show a variety of results. Based on 
present rates, two hotels show a profit 
and six show a loss. The total of all 
hotels would show a profit because of 
the high level of profit at the Schroeder 
Hotel. It can reasonably be assumed 
that under present rates, Milwaukee 
hotels that charge 10 cents per call re- 
cover their costs of guest service and 
show a profit. On the other hand, 
hotels in Milwaukee and out in the 
state that operate with a 5-cent local 
message rate show a loss on their guest 
service. If rates were increased to the 
level proposed by the company, all 
hotels except the Schroeder would 
show a substantial loss on their guest 
service. Because of its size and volume 
of business, it is apparent that the 
Schroeder Hotel is not representative 
of the typical hotel. In view of this 
situation it should be eliminated from 
consideration in determining the level 
of local message charges. 

The association takes the position 
that “a (local) message charge to be 


85 PUR NS 152 





XU} 



























































707) ‘ ‘ ‘ ‘ .) Cbl'b sreeseeerees Cf OUI[-OE SUL] BSvaIOUI o}eI n 
(Izs'1D$ (r2r'D$ (sod'D)$ (or6'2)$ (r0s'2)$ (o2s"1)$ Ls pesodoid 19}Je adIAsas jsan3 ssoy 10 Wolg a 
(s1)$ ési$ Z8I$ Lze'I$ Lrb'i$ OFZ I$ = STZI9$. ******* BdtAdaS ysan 04 ajquaBseyo junowYy = 
16I$ 6ze$ Iep$ 186'I$ 861'Z 9182 ae er ee [eIOL fy 
(SZ) 99 (69) 906 888 8£8 ee "ttt" saBessaut [B00] a 
99¢$ e9z$ oos$ SZ0'1$ Ore'I$ 826'1$ 6679$ **** palit igi yuowdinby 

see eeeeeeeeess Sayel Ul asvaidul pasodoig 
(6¢8'D$ (Z10'D$ (¢zs‘T)$ (c09' L$ Zso'1$ o9ot$ Zsr‘ tis 62 PUl[-g 9UI] BdIAJVS jsons SSO] IO JYOIg 
678'Z ISh'I$ 917'2 SsT'z$ Sb9'es £99'S$ OZS‘Z2$ 82 pue ZZ aul] ssuddxX9 dDdIAJOS jsans [v}O]L 
0S r0l 26 S/r'I 202'1 OSI‘I 8919 mahi “seus sand Jad sjuad FZ Sadessaut [vI07] 
Sze'z LLe'I$ b87'Z 089's$ Irb'z$ est'r$ COP'OIS **""******""* EZ aur Jo OZ aur] % yunowy 
Iv’ ss MLL IE *®Ie'6r %t6' Ov %7'Ss %S9 1S ee oe _ pepusms Ff “XA 
° 628900660400 4000500 RE +++ Divoq 
Ss} “YSUMS JB SPUN YIOM [e}O} 0} SHUN YONA 
“teeees [22 SUIWOSUI puke Sulos}no jsans 

en JO O1jel ‘sasuadxa aAoge jo suorjs0d ysonry 

a 9F0°9$ OrZ‘¢e$ 2£9'b$ 28°C I$ ecb't$ 629'8$ 9) ehhh TR 

< ZI ¢ ¢ ZI 9 ¢ 722 seeeeeses** HOL “XA Siqap peq 10} dasasay 

6b 6b IIL 982 ~ 0s OrZ'l voseserenee tha HOl “4 Sursyssapy 

= OPS 902 982 OZI'T eZe SSP [88 T ole tee ae, ae 

Solivpes UOHEsSUNUIpE pue juswoseurysy om 

Z, 00¢ A 7 OcP 006 00g 009 €2Z'¢ ee geese ** Ol Xa psecoquniag “a 

w ” debited Aq paidnd3s0 aovds jo onyea [eyuay 

7, ZI g IZ 97 ZI OI £08 fatichcl ea HOI "Xa AIJIUOIZL}S pue Ssululig 

re) ZI §S 201 COP rll 681 t0Z **H OL *Xq [eyoy Aq paumo SULILM apisul uO 

oO s : dULINSUT Puw ‘saxv} UOIVeDIIdap ‘ysasajUT 

nD (99) ame — (1) 92 o¢ IZ ARSE ON HOI ‘xq asuodxa snooursjaosi py 

> SOI 28 ¢Z Liz 69 ZLI ZrS HOLT “XY Puvinsul pue saxv} Ajtandas [e190 ‘ST 

sai £S9'¢ 62° LLy‘Z oss'8 blog 906'S Isstz ‘*** HOI les sadem pue s SOLIE[US S10}e19dQ) “Z| 

Q 9IP'T$ OPs$ Pel‘I$ p9E'7: 809$ IST'I$ Ss0'eS$ CHT XY UL UMoys sanipory oy *T] 

a, peydde sazes jU9891q ) SIIIOVJ JO [ejudy ‘OT 

ee ee PIOH 0} Sasuadxy “6 
066$ prs esz'1$ gss's$ 162 ecs's$  LO're$ vena weeny "ess" QnuaAaS [BIOL *g 
8S 6SZ 6IZ 66$'2Z LZ COUT LS£°6 HOI "XY Sasessaut 110} uo suorsstuu0> 
ep (i) «6S0z (C1) «Obes «=D 9962 (1) PIr'z 2Z't$ Oye °°°°°***" "* & Pull JO %OI Sasessoul [es07] 
Terre eavtenn : ‘PIOH 0} anuaary C 
££9'8 b60'P 89°01 IIL‘6S 8£7'8b 802 Zr ___ iisiadeth aioe nto aaeeles ‘ * popuouie F{/ “XY “bp 
abide *** adeSn aSessaul [ed0] Jsan3 jenuuy ‘¢ 
b0S‘6 88P'P OOF TT 09¢'09 8026S 8P8'ss 88Z'Z62 Siseq [enuuUe Ue Oo} papua}xa FI] “xy Ul UMOYS °“Z 
se asesn a8essaut joo] Ajyjuow aseua. AV ‘T 
Aeg uaai5 eysayne ysoxyso UOSIPEYL §=sdxNVAM[IP sayNeMypIPY sayneayiyy bp aul, jo %o (T) 
[0H [30H [30H [30H [30H [30H [30H SaINSY pod sajouag ( ) 
quouneog uojeaAy ypney BUILIOT  4S919910Y4S PsAOJpay~Y AIpaosyoas I JIAVL 
ww —_— _ qgotf7w baw} 2 af =aeBeesweeewv@tsas cs U 
> ©46E02 ¢8BZH EP tt tzASkESSSOeypesyvrsPsaaestraereyvrwevd sy 


WISCONSIN PUBLIC SERVICE COMMISSION 


reasonable and hold the traffic must 
not exceed 15 cents at Milwaukee and 
10 cents at other cities in the state.” 
In addition the association proposes 
a service charge graduated from 10 to 
25 cents on outgoing toll calls. In or- 


in the lobby of the hotel where a 
5-cent local message charge is appli- 
cable. 

Following is the effect of the ap- 
plication of a 15-cent local message 
charge in Milwaukee and a 10-cent 


der to hold the traffic the association 
has in mind the fact that guests can 


charge at other cities in the state as 
applied to the 8 hotels shown in Table 





use the public telephone facilities I: 
Added 
Present Cost of Increased Revenue 
Revenue Guest Cost of from 
From Service Profit Service Increased Profit 
Guest Present or Proposed Rate per or 
Milwaukee Hotels Service Rates Loss Rates Call Loss 
ere re $34,027 $22,570 $11,457 $6,715 $12,335 $17,077 
ere 5,823 5.663 160 1,730 2,360 790 
er ree 2,591 3,648 (1,057) 1,447 4,828 2,324 
State Hotels 
ee $5,555 $7,158 $(1,603) $1,327 $2,956 $26 
ee ae eee 2,311 4608 (2,297) 584 1,100 (1,781) 
a eee 1,253 2,776 (1,523) 182 534 (1,171) 
re ee 464 1,481 (1,017) 157 205 ( 969) 
NE. 55 cackuaee ciaccs 990 2,829 (1,839) (18) 432 (1,389) 





( ) Denotes red figure. 


[5] A rate of 15 cents per local 
message in Milwaukee would be ex- 
cessive. A rate of 12 cents would 
result in a profit of $9,676 at the 
Schroeder, $875 at the Shorecrest, and 
a loss of $626 at the Medford. This 
level of rate for Milwaukee appears 
reasonable. It is to be noted that four 
of the five hotels outside Milwaukee 
will operate guest service at a loss 
under a 10-cent local message rate. 
As previously stated, the association 
is of the opinion that this is the maxi- 
mum rate that the traffic will bear. 
The hotels outside Milwaukee with a 
10-cent rate would collect revenues ma- 
terially in excess of the increase in 
rates proposed by the company. Con- 
sistent with previous practice, no serv- 
ice charges applicable to intrastate toll 
calls will be authorized. However, the 


hotels will obtain additional revenues 
from the increase in commissions on 
such calls authorized herein. 

The Commission finds : 

1. That the present schedule of hotel 
rates of Wisconsin Telephone Com- 
pany is unreasonable because of in- 
adequacy. 

2. That a reasonable schedule of 
rates for service, facilities, and equip- 
ment furnished to hotels is that pro- 
posed by Wisconsin Telephone Com- 
pany. 

3. That a local message rate of 12 
cents applicable to hotel service at Mil- 
waukee and 10 cents outside Milwau- 
kee is just and reasonable. 

The Commission concludes : 

That an order should be issued in 
accordance with the foregoing findings 
of fact. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Bangor Municipal Authority 


Application Docket No. 70592 
September 11, 1950 


ETITION of borough and township for order requiring munic- 

P ipa authority to show cause why a certificate authorizing 

it to acquire stock, notes, properties, and franchises of a 

water company should not be rescinded; dismissed for lack of 
jurisdiction. 


Appeal and review, § 72 — Proceedings pending appeal — Operating authority. 
The Commission has no jurisdiction to alter, amend, or rescind a certificate 
of convenience and necessity which it has issued when the Commission 
order is the subject of an appeal in which the record is already before the 
superior court and, consequently, it has no jurisdiction to entertain any 


petition affecting the certificate. 


By the Commission: This matter 
is before us upon petition of the 
borough of Roseto and township of 
Washington, praying the Commission 
to issue a rule to show cause why the 
certificate of public convenience, is- 
sued at A. 70592 and which authorized 
Bangor Municipal Authority to ac- 
quire all of the outstanding common 
stock and demand notes of The 
Bangor Water Company and the ac- 
quisition thereby of the properties, as- 
sets, and franchises of said company, 
should not be rescinded. Answer to 
the petition was filed by Pennsylvania 
State Water Corporation. 

The certificate of public convenience 
referred to in the petition and the Com- 
mission record relating thereto is now 
before the Pennsylvania superior court 
on appeal of the borough of Roseto and 
township of Washington v. Public 


Utility Commission and Bangor 
Municipal Authority, at No. 4 October 
term, 1950. 

In view of the fact that the record 
in this proceeding is now before the 
Pennsylvania superior court, this Com- 
mission, pending disposition of the ap- 
peal, has no jurisdiction to alter, 
amend, or rescind the certificate of pub- 
lic convenience which is the subject 
of the appeal. 

Under the circumstances the petition 
here considered must be dismissed; 
therefore, 

It is ordered: That the petition of 
the borough of Roseto and township 
of Washington for a rule to show cause 
why the certificate of public conven- 
ience issued to Bangor Municipal Au- 
thority at A. 70592 should not be 
rescinded is dismissed. 
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MONTANA PUBLIC SERVICE COMMISSION 


Re Robert L. Steele 


Docket No. 3827, Order No. 2199 
September 5, 1950 


NVESTIGATION on Commission motion to determine public 
I utility status of water service furnished by tract owners to 
purchasers of lots, wherein tract owners move to dismiss pro- 

ceedings for lack of jurisdiction; motion granted. 


Public utilities, § 11 — Power to determine utility status. 
1. The Commission has jurisdiction to determine the public utility status 
of the owners of a real estate subdivision furnishing water service to 
purchasers of lots, p. 157. 

Public utilities, § 16 — Test of status — Dedication to public service. 
2. A holding out or dedication of property to public utility service is 
necessary before any business becomes a public utility, although such a 
dedication may be inferred from actions regardless of stated intentions, 
p. 158. 

Public utilities, § 122 — Status of water supply — Service by tract owner. 
3. Owners of a real estate subdivision, supplying water to purchasers 
of lots, under contract and only as an accommodation, do not constitute 
a public utility subject to Commission jurisdiction where the tract 
owners, obtaining the water from a supply developed for themselves, 
have not held themselves out to furnish utility service and there has been 
no dedication of the property to utility service, p. 158. 


5 


3y the Commission: The above- 3y the Commission: Robert L. 
entitled matter came on regularly to be Steele or Archie Steele have been fur- 
heard in the courtroom of the court- nishing water to an area known as 
house in the city of Kalispell, Montana, Columbia Heights near Columbia 
at the hour of 10 o’clock A.m., on the Falls, Montana. Question arose as to 
23rd day of August, 1950. whether their service constituted a pub- 
lic utility under the jurisdiction of this 
Commission. The Commission on its 
own motion set a hearing for the pur- 
pose of determining whether the op- 


APPEARANCES: Moncure Cockrell, 
Kalispell, appearing for Archie Steele 
and Robert L. Steele. 

Protestants: William D. Boettich- 
er, Kalispell, appearing for Ralph Mc- 
Clintock and Lucille McClintock. 


eration was that of a utility. 

At the time of hearing the respond- 
ents Archie Steele and Robert L. | 
OTHER APPEARANCES: Edwin S. Steele appeared specially by counsel 
Booth, Secretary-counsel, appearing and moved to dismiss the proceedings 
for the Board. on the grounds that they are not a util- 
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RE STEELE 


ity as to their well, equipment, and 
water supplied therefrom and upon the 
further grounds that the Commission 
is without jurisdiction to determine 
whether the parties are a public utility, 
that being a judicial question which 
has never been determined by a judi- 
cial body or a court of competent ju- 
risdiction. 

[1] This motion was based on the 
premise that § 70-104 R.C.M., 1947, 
prohibits the Commission from exer- 
cising judicial powers. This section 
reads as follows: 

“70-104. (3882) Power to pre- 
scribe rules of procedure—judicial 
power. In addition to the modes of 
procedure hereinafter prescribed in 
particular cases and classes of cases, 
said Commission shall have power to 
prescribe rules of procedure, and to do 
all things necessary and convenient in 
the exercise of the powers by this act 
conferred upon the Commission ; pro- 
vided, that nothing in this act shall be 
construed as vesting judicial powers on 
said Commission, or as denying to any 
person, firm, association, corporation, 
municipality, county, town, or village 
the right to test, in a court of compe- 
tent jurisdiction, the legality or rea- 
sonableness of any fixed order made by 
the Commission in the exercise of its 
duties or powers.” 

Counsel also relies on the case of 
State ex rel. Public Service Commis- 
sion v. District Court (1938) 107 
Mont 240, 26 PUR NS 404, 84 P2d 
335, where the Montana court held that 
the determination of water rights held 
by a utility was a judicial question 
and beyond the jurisdiction of the 
Commission. 

Reading of the Public Service Act, 
including § 70-104 quoted above, 


157 


shows that the Commission is given 
the duty and jurisdiction of regulating 
utilities. This includes the making of 
rules, fixing of rates, and other mat- 
ters which include fact-finding deter- 
minations. The provisions of § 70- 
104 provide that the Commission 
may not exercise judicial power or 
deny any party the right to test the 
legality or reasonableness of orders in 
the court. 

This Commission in the case of Pub- 
lic Service Commission v. Valley Mer- 
cantile Co. decided in 1921, and report- 
ed in PUR1921D 803, 805, 806, held 
that it had jurisdiction to determine 
whether a service was a public utility. 
The Commission said: 

“We think it clear from the fore- 
going that this Commission has the 
power to determine, in limine, the ex- 
istence or extent of its jurisdiction or 
authority, i.e., whether given facts 
bring its powers into play notwith- 
standing that the process involves ju- 
dicial action or inquiry in the sense that 
the existence or nonexistence of our 
power is found, by the exercise of 
judgment on given facts. That which 
is prohibited to us is ‘judicial power,’ 
the enforcement of liabilities on present 
or past facts discovered by judicial in- 
quiry in law or equity, not the prelimi- 
nary of ‘judicial inquiry’ which ascer- 
tains facts and announces conclusions 
administratively but stops short of-en- 
forcement. On principle, this must be 
conceded if we are to function at all. 
The Commission is the creature of 
statute. For its every official act au- 
thority must be found in the statute, 
requiring daily consultation of its 
terms—daily trial of facts against its 
mandates. Undoubtedly this partakes 
of the nature of judicial power (Mer- 
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rill v. Sherburne [1818] 1 NH 199, 
8 Am Dec 52) but if, for that reason, 
it is denied us, we are incompetent. 
To push the denial of judicial power 
to its drily logical extreme is for the 
judicial to destroy the legislative func- 
tion, for most legislative action is 
preceded by hearings and investiga- 
tions quasi judicial. Prentis v. Atlan- 
tic Coast Line Co. (1908) 211 US 
210, 53 L ed 150, 29 S Ct 67. That 
other statutes, city ordinances and the 
Constitution itself may be among the 
facts whereon our judgment must be 
applied makes no difference in prin- 
ciple. If we could not give the Con- 
stitution effect because its application 
or interpretation involved the judicial 
power, we would have difficulty in 
honoring the oath of office. Without 
more, it is enough to observe that the 
legislative and executive branches 
daily indulge in judicial action without 
thought of successful challenge on the 
ground that the rightful function of the 
judiciary is being trespassed upon.” 

The Commission overruled the mo- 
tion to dismiss and proceeded to de- 
termine the facts available which are 
pertinent to the matters in issue. 

[2, 3] The respondents submitted 
an affidavit signed by eight persons. 
These persons all receive water from 
the Steele well and are all of the per- 
sons supplied with the exception of two 
parties who were not available. This 
affidavit and the attached contract 
show that Robert Steele owned some 
property at Columbia Heights, he had 
it platted and sold lots. Steele dug a 
well for his own use and under separate 
agreements provided that he would 
furnish water from the well as an ac- 
commodation to those who bought 
lots. Under the contract the parties 


paid certain initial amounts and certain 
monthly payments. These payments 
were to partially defray the expense of 
operation of the system. Each of them 
state that they understand Steele is not 
operating a utility and is not obligated 
to continue service or to furnish water. 
They understand that the furnishing 
of water is merely an accommodation. 
The contract with the parties carries 
provision in accord with this under- 
standing. From the testimony it ap- 
pears that Steele has never maintained 
an office for the water business, has 
never solicited any patrons, and has 
furnished water to those who bought 
lots from him as an accommodation 
only. Steele retains several lots and 
has drilled the well for his own use at 
a cost of $8,000. They have a pres- 
sure tank and have installed #-inch 
lines to the various lots. 

When Steele first started selling lots 
it was believed that they would be able 
to obtain water from another well and 
some of the lots were sold with the 
understanding that water would be 
piped to the lots. This transaction 
was never completed and $75 figured 
as the cost of water was refunded from 
the price of the lots. 

Mrs. McClintock testified that when 
they did not obtain water that a refund 
in the amount of $75 was made to 
them. Subsequently a water line was 
laid from Steele’s well and water was 
furnished for four months in 1949, 
1950. The service was discontinued 
when the pipes froze and were not 
repaired. The McClintocks paid $14 
for the four months. They refused to 
sign the contract submitted by Steele 
which was the same as that signed by 
other persons. Mrs. Stevens testified 
that Steele offered to furnish water 
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to them for $100 advance payment and 
$5 per month. There was no evidence 
offered showing that Steele ever of- 
fered to furnish water to anyone other 
than under the purported contract. 
One party who has not signed the con- 
tract has been obtaining water but 
Steele has not collected any money for 
maintenance from this party because of 
that fact although Steele believes he 
should be reimbursed. 


Section 70-103, R.C.M., 1947, 
reads as follows: “70-103. (3881) 
‘Public Utility defined. The term 


‘public utility,’ within the meaning of 
this act, shall embrace every corpora- 
tion, both public and private, company, 
individual, association of individuals, 
their lessees, trustees, or receivers ap- 
pointed by any court whatsoever, that 
now or hereafter may own, operate, or 
control any plant or equipment, or any 
part of a plant or equipment, within 
the state, for the production, delivery, 
or furnishing for or to other persons, 
firms, associations, or corporations, 
private or municipal, heat, street rail- 
way service, light, power in any form 
or by any agency, water for business, 
manufacturing, household use, or sew- 
erage service, whether within the limits 
of municipalities, towns, and villages, 
or elsewhere, telegraph or telephone 
service; and the Public Service Com- 
mission is hereby invested with full 
power of supervision, regulation, and 
control of such utilities, subject to the 
provisions of this act, and to the exclu- 
sion of the jurisdiction, regulation, and 


control of such utilities by any munici- 
pality, town, or village.” 

Before any business would become a 
utility there must be a holding out or 
dedication of the property to public 
utility service. Such a dedication 
may be inferred from actions of the 
party, irrespective of stated intentions. 
Public Service Commission yv. Valley 
Mercantile Co. supra. 

Under the evidence in this case, the 
respondents have specifically stated 
verbally and in contracts that the serv- 
ice furnished was an accommodation 
and that they did not assume the ob- 
ligation of a utility. Their actions in 
furnishing water from a supply devel- 
oped for themselves shows that the 
service is accommodation service and 
that they do not hold themselves out 
to furnish utility service. Under all 
the facts it appears that there has been 
no dedication of the property to utility 
service. The findings of the Board in 
this case are limited to the evidence 
presented at this time. If the facts 
should change, the action of the Board 
in future actions would be governed 
by such changed conditions. 

From the evidence and for the rea- 
sons stated the Board finds that the 
operation of Archie Steele or Robert 
L. Steele in furnishing water is an 
accommodation to individuals making 
arrangements with them and that they 
have not dedicated their property to 
public utility use. The Board con- 
cludes as a matter of law that the pro- 
ceeding should be dismissed. 
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OHIO SUPREME COURT 


Finfrock et al. 


Public Utilities Commission 


Nos. 32216, 32217 
— Ohio St —, 93 NE2d 284 
June 14, 1950 


PPEALS from final order of Commission dismissing com- 


plaints; appeals dismissed. 


Appeal and review, § 79 — Time limitation — Final order. 
Notice of an appeal from a Commission order must, under the statute, be 
filed within sixty days after entry of the final order rather than an order 
overruling an application for rehearing. 


APPEARANCES: Myers, Mills, 
Boesch & Cline Dayton, for Finfrock 
and others; Myers, Mills, Boesch & 
Cline, and Louis W. Makley, for Rad- 
cliffe Heights Area Association and 
others; Herbert S. Duffy, Attorney 
General, and Kenneth B. Johnston, 
Columbus, for appellee. 


Per CurtAM: These causes are 
before this court on motions by appel- 
lee to dismiss the appeals filed herein 
of the Public Utilities 
The notice of appeal in 
each case was not filed within sixty 
days from the date of the entry of the 
final order of the Commission dismiss- 
ing the complaint but was filed within 


from orders 


Commission. 


sixty days from the entry of the order 
overruling an application for rehearing. 

Section 547, General Code, provides 
that “no proceeding to reverse, vacate, 
or modify a final order of the Commis- 


sion shall be deemed commenced unless 
the notice of appeal is filed within sixty 
days after the entry of the final order 
complained of upon the journal of the 
Commission.” 

The “final order,” as the term is 
used in that section is, in each of the 
instant cases, the order dismissing the 
complaint, against which the applica- 
tion for rehearing is directed, and is 
not the order overruling the application 
for rehearing. 

The appeals not having perfected 
within the time required by statute, 
the motions to dismiss the appeals are 
sustained. Conway v. Public Utilities 
Commission (1938) 133 Ohio St 530, 
14 NE2d 929. 

Appeals dismissed. 


Weygandt, CJ., and Matthias, Hart, 
and Turner, JJ., concur. 


Zimmerman, J., not participating. 
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Arkansas Power Plans 
To Increase Capacity 


fgg Power & LicHt Company re- 
cently announced it plans to double the 
capacity of its new Lake Catherine power 
plant near Hot Springs to about 200,000 kilo- 
watts. 

The $9,000,000 improvement program will 
be completed in about 22 months, according 
to C. Hamilton Moses, president. 


Wisconsin Ejectric to Start 
Operating New Unit in 1952 


VV ssconsix Eectric Power CoMPANY will 
start operation in December, 1952, of the 
first 120,000-kilowatt electric generating unit 
at its new $100,000,000 Lake Michigan plant, 
according to G. W. Van Derzee, president. 
The new plant will be erected on a 412-acre 
tract in southeastern Milwaukee county and 
northeastern Racine county. Construction will 
get under way as soon as the Wisconsin Public 
Service Commission rules on the utility’s 
petition for authority to install two 120, 000- 
kilowatt generating units as the first step in 
the 10-year plant construction program. 
Each of the two units will cost approxi- 
mately $25,000,000, with the second unit sched- 
uled for operation around mid-1954. Ultimate 
capacity of the plant will be 500,000 kilowatts. 


Ebasco Clients Hold Annual 
Safety Meeting 


(y= one hundred safety, onerating, and 
personnel executives of Ebasco client 
utility companies attended the 12th Annual 
Ebasco Safety Meeting, held in Chicago re- 
cently, in conjunction with the National Safety 
Congress. The keynote of the meeting was 
struck by H. H. Scaff, vice president of Ebas- 
co Services Incorporated, who, in opening the 
sessions, emphasized the necessit, of conserv- 
ing manpower and money in the all-out de- 
fense preparations. He pointed to accident 
prevention as an important factor in this con- 
servation program in addition to its humani- 
tarian aspect. 

In line with the present emergency, a part 
of the program was set aside for considera- 
tion of plant protection and defense measures 
of utility companies. Col. W. L. Furbershaw, 
vice chairman of Chicago's Civil Defense 
Plant Protection Committee, addressed the 
delegates on the phys‘cal and psychological 
weapons of enemy agents and sahoteurs and 
detailed the procedures and precautions neces- 


Industrial Progress 


A digest of information on new construction by pri- 

zately managed utilities; similar information relating 

to government owned utilities ; 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


news concerning prod- 





sary for protection against them. Following 
Colonel Furbershaw’s talk, practical defense 
plans of major utility companies were dis- 
cussed in detail. 


Sollitt Construction Co. to 
Build Kanawha River Plant 


T ground-breaking ceremonies for the new 
$40,000,000 Kanawha river generating 
plant, P hilip Sporn, president of the American 
Gas and Electric Company, and its operating 
company, the Appalachian Electric Power 
Company, recently announced that the Sollitt 
Construction Company of South Bend, In- 
diana, had been awarded the contract for con- 
struction of the plant buildings and structures. 
The initial installation at Kanawha calls for 
two 200,000 kilowatt units with an ultimate 
capacity of a million kilowatts. These units 
will rank as the largest on the AG&E system 
and among the largest-sized generating units 
in the country. Completion of the first unit is 
scheduled for October, 1952, and the second 
unit for February, 1953. The 400,000 kilowatts 
being installed in this new plant is almost 
double the demands of all of the industries 
and other customers of the company in this 
great Kanawha valley. 


Automatic Products Company 
Now A-P Controls Corporation 


HE AUTOMATIC PropucTts CoMPANY of 

Milwaukee has announced a change in the 
name of its corporate title. The company will 
now be known as the A-P Controls Corpora- 
tion. 

According to E. A. Vallee, executive vice 
president of the corporation, the new name has 
been adopted to reflect more accurately the 
actual nature of the products manufactured. 

The firm manufactures a wide variety of 
controls for gravity-fed oil burners and is the 
largest manufacturer of oil-level control 
valves for space heaters. Another division 
produces automatic and thermostatic expan- 


(Continued on page 26) 
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sion valves for refrigeration systems, as well 
as other refrigeration controls, including 
solenoid valves in all sizes, water regulating 
valves, constant pressure valves, strainers and 
dryers. 

In addition, new types of controls for gas 
furnaces and heaters have recently been de- 
veloped by the company, and these have found 
wide acceptance in the gas-heating industry. 

Acquisition of a Canadian plant was re- 
cently announced, and this will be operated 
under the name of A-P Controls Corporation, 
Limited. 


R. B. McElroy Joins R. W. 
Beck & Associates 


W. Beck, chief engineer of R. W. Beck 
eand Associates, announced recently that 
R. B. McElroy joined his firm of public utility 
analysts and engineers as of November 1, 1950. 
Mr. McElroy is a graduate electrical engi- 
neer of the State College of Washington, 
and for the past thirty years has been em- 
ployed by the Washington Water Power Com- 
pany. During the early years of his employ- 
ment with that company, he was engaged on 
engineering phases of the operation of electric 
properties, and had advanced to the position 
of general sales manager of the company, 
which position he held for a number of years 
prior to joining the Beck organization. 
R. W. Beck and Associates has three gen- 


eral offices located in Seattle, Washington; 
Colorado Springs, Colorado; and Columbus, 
Nebraska. In making the announcement, Mr. 
Beck stated that while Mr. McElroy will make 
his headquarters in the Columbus, Nebraska 
office, his services will be available to other 
offices of the firm and to all clients served by 
the organization. 


Georgia Power Starts 
Bartletts Ferry Project 


XCAVATION has begun for the foundations 

for an enlarged powerhouse at the Bart- 
letts Ferry hydroelectric project on the Chat- 
tahoochee river near Columbus, it was an- 
nounced by C. B. McManus, president of the 
Georgia Power Company. A 20,000 kilowatt 
generator will be installed in the powerhouse 
increasing the capacity of this project from 
45,000 to 65,000 kilowatts. This work will be 
done at a cost of nearly $1,500, 

The actual construction of the powerhouse 
will be completed in April, 1951. 

The Bz artletts Ferry project is a part of the 
company’s widespread expansion and building 
——-. Other projects under way include a 

40,000 kilowatt hydroelectric plant at Furman 
Shoals near Milledgeville, two additional 
100,000 kilowatt steam-electric generating 
units at plant Yates near Newnan and a 40,- 
000 kilowatt steam plant to be located in the 
Brunswick area. 














' 


PUBLIC UTILITY 





PRINTING SPECIALISTS |... 
For more than a quarter of a century, Pandick Press — 

has worked closely with utility companies. Our printing F 

services to the industry range from highly technical seen 

legal documents to beautifully illustrated descriptive : 

brochures in full color. ANNUAL REPORTS 
Whatever the nature of your printing requirements, . 

we believe you will like the assurance of accuracy and INDENTURES 

highest quality that “Printed by Pandick” brings you. . 


Pandick Press, Ine 


22 THAMES ST., NEW YORK 6 


Established 1923 


71 CLINTON ST., NEWARK, WJ. 





DEC. 7, 1950 


Mention the FortnicHtty—It identifies your inquiry 




















December 7, 1950 Public Utilities Fortnightly 


rh 
~ 














NJ. 





SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


-| 


COLUMBIA 
GAS 
SYSTEM | 








[+ 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 

Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
































This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Gd 


INDUSTRIAL PROGRESS—( Continued) 





New Allis-Chalmers 
Switchgear Bulletin 


Fo pntinagy eng = indoor and outdoor switch- 
gear for better protection and flexible 
control of power and distribution circuits is 
ay open in a new 20-page bulletin released 
by the company. 

Copies of the bulletin, “Allis-Chalmers 
Switchgear,” 18B6185A, are available upon re- 
quest from Allis-Chalmers Manufacturing 
Company, 965 S. 70th street, Milwaukee, Wis- 
consin. 


Commonwealth Edison Opens 
Ridgeland Station 


C™ MONWEALTH EpiIson ComMPANy is for- 
mally opening its new Ridgeland generat- 
ing station December 7th, according to Charles 
Y. Freeman, chairman. 

In making the announcement, Mr. Freeman 
said that this is the first new station which 


has been added to the Commonwealth Edison 
system since 1929, Since that year the capacity 
of the system has increased nearly 70 per cent 
but all the expansion of generating plant in 
the intervening period consisted of additions 
to existing stations. 

Ridgeland is beginning operation with one 
150,000 kilowatt generating unit, capable of 
producing enough electricity to serve a city of 
more than 300,000 population. It is designed, 
however, for an ultimate capacity of 600,000 
kilowatts. A second 150,000 ki!owatt unit is al- 
ready partly installed and will be completed 
in the - of 1951, while a third unit has 
been ordered and is scheduled for service in 
1953. 

When the three units are completed, the 
450,000 kilowatt capacity at Ridgeland will 
make it second in size only to Fisk station in 
Chicago which is now the largest of the Edi- 
son system. Fisk has a capacity of 464,000 
kilowatts. 

The new Ridgeland unit increases the ca- 
pacity of the Edison system to 2,802,000 kilo- 
watts. 
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This advertisement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


New Issue 


132,000 Shares 


Tide Water Power Company 


$1.35 Cumulative Preferred Stock 
(Par Value $25 Per Share) 


Convertible on or before December 1, 1960 


Price $27 per Share 


(Plus accrued dividends from November 15, 1950) 


Copies of the Prospectus may be obtained from such of the several underwriters, 
including the undersigned, as may legally offer these securities in 


compliance 


Union Securities Corporation 


Eastman, Dillon & Co. 
A. C. Allyn and Company 


Equitable Securities Corporation Hemphill, Noyes, Graham, Parsons &! 


Incorporated 


November 28, 1950 








DEC. 7, 1950 





with the securities laws of the respective States. 


W. C. Langley & Co. 


Glore, Forgan &§ 
Blair, Rollins & Co. 


Incorporated 
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before you buy a new truck 


C2. © © MILES PER ENGINE—the number at normal operating speeds—don’t have 
ae of trouble-free miles you can _ to race themselves to death like lighter- 

@ ih >» expect from a truck engine is duty, geared-up engines. 
w | pro a aaa » ao Check GMC’s many other extra engine 


' features and you’ll see why you get most 
GMC valve-in-head engines are designed Miles Per Engine*in a GMC—with less 
and built for truck service—there’s not maintenance and repair. Come in today 
one lightweight ‘‘converted” part in and letus give you the facts. 


Hy ' 
even the vena GMC ee GMC Truck & Coach Division 
GMC engines are tough and powerful. of General Motors. 


They have high sustained pulling power 
















FULL-PRESSURE 
LUBRICATION with 
rifle-drilled con- 
necting rods which 
forces oil to full- 
floating piston pins. 


MOST EFFICIENT 
COOLING SYS- 
TEM with jet- 
directed water 
stream to valve 
areas. 


TOCCO-HARD- © 
ENED CRANK- 
SHAFTS — finest 
known—vusedin ~ 
every GMC. 





Your key to 
greater hauling 
profits 






GENERAL 
MOTORS 
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Miitestones of engineering 


The modern Foster Wheeler Steam Generator, heart of many q 
the most efficient central station and industrial power eaueld 


Ss 


America and elsewhere, reflects the engineering and producti 
ingenuity of an organization long recognized as a pioneer an 
innovator in the field of steam generation. 


193 


The story of Foster Wheeler achievement is best revealed by un? 


following milestones of engineering progress: 





93 


1898—Aero pulverizers firing various 
applied successfully on a commercial scale. 


1902 —Superheated steam introduce§94: 


commercially in the United States. 


1904 — Convection superheaters | stando: 
ized with cast iron, extended surface rings appl 
to steel tubes. Bare tubes later used with improv 
design technique and improved metal selection, 





1912 — Air preheaters of tubular type built 
operated. Plate type heaters followed a few 
later. 


1917 — Water tube boilers designed for piggy 


duction on a large scale—both oil and coal fir 49 


1919 —Economizers of high pressure, extends 
surface, unit type introduced. 


1919 — Radiant superheaters developed oy 


long research and experimentation. 0S) 
$s 


EXPERIENCE... 
the priceless ae" 
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many 49924— Water walls and water backs applied 


plants | 


oducti 1934 —Pulverized anthracite burned in 


leer an 


d by th 
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scale. 
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ith improve} 
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1 cs few yeoy 
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935 —Radiant reheaters and radiant 


936 — Twin furnace steam generators 


946—First large steam generator 


FOSTER WHEELER CORPORATION 








progress 








































to many types of furnaces burning various fuels. 


direct-fired system eliminating need for pulver- 
ized fuel storage. 


superheaters installed in one of the first 
large high pressure reheat units in the country. 


of the separately-fired superheater type (shown 
upper right) developed to give steam tempera- 
ture control over load ranges up to 10 to |. 


45 —Dual circulation steam genera- 
tor introduced for operation in high pressure 
plants requiring up to 100 per cent make-up. 
The Dual Circulation principle achieves low 
total solids carry-over, especially silica, with 
minimum blowdown losses. 


installed in central station to operate over a 
wide load range at 1000 F final steam 
temperature. 


ited pulverized anthracite system 
installed inf central station. Each of four units 
rated at 400,000 Ib of steam per hr, 1350 psi 
and 955 F, 
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With oll thein extra value 





Your hauling costs will come down to 
earth with a Dodge ‘Job-Rated’’ truck. 


You'll get solid savings all around, because 
a “‘Job-Rated”’ truck is engineered right, 
built right, for the job you have to do. 


Your ‘‘.Job-Rated”’ engine is mighty careful 
with gas and oil while it provides all the 
power you'll ever need—and then some. 
Chassis units, from power plant to rear 
axle, are ‘‘-Job-Rated”’ for rugged service and 
long life. Dependable Dodge trucks stand 





up, keep rolling and cost less to operate. 
Because they fit the job, Dodge trucks get 
more work done. They’re ‘*Job-Rated”’ for 
easy handling and ready maneuverability 
through traffic or over rough roads. 
They’re ‘‘Job-Rated’’ for comfort and 
safety, as well. 

If you’re about to “‘blow a fuse”’ over high 
hauling costs, find out what you can save 
with an economical, priced-right Dodge 
“*Job-Rated”’ truck. See your Dodge dealer 
for a good deal. 





vob Rated 
trucks 








| 
ee 
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NO*BILL IS “IRREGULAR” 
dj; £ TO AN IBM CALCULATOR 









Valedioge 





The IBM Electronic Calculating Punch saves 
you time and expense in handling irregular bills. 
It eliminates manual extensions and resulting 
errors. It automatically calculates consumption, 
| fuel adjustments, penalties, and total bill 
amounts. And it calculates regular and irregular 


bills alike, at the amazing rate of 100 a minute. 











INTERNATIONAL BUSINESS MACHINES CORPORATION 


5 £ It computes them at 100 a minute... automatically 
> 





Faster Billing at Lower Cost 
For complete information on IBM 
Public Utility Accounting, send in 
the coupon today. 


IBM, Dept. C. 

590 Madison Avenue, New York 22, New York 

Please send me the following booklet: 

OC Customers’ Accounting for Electric, Gas, 
and Water Utilities 


O General Accounting for Electric, Gas, and 
Water Utilities 
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Capacitors 


at rate of 1 kvar 
for each 286 ft. 
of feeder 


| 


Indianapolis Power & Light Company is currently 
installing pole-mounted banks of capacitors out 
along their 4-kv feeders. At the end of their 
present program, they will have approximately 
44,000 kvar in service—or one kvar for each 286 
feet of overhead 4-kv line. This is in addition to 
capacitors installed on the 4-kv buses at some 
of the larger substations. 

Here is another case of a utility that is getting 
more effective use from its distribution system 








profitable 


Indianapolis Power & Light Company 
raising power factor to near-unity by 
adding 180-kva pole-mounted capacitor 
banks, many of them with oil switches 


This is a current-controlled switched capac- 
itor bank at Eastern and Sutherland 
Avenues in Indianapol's. An oil switch is 
mounted with the capacitors. 


and consequently reducing invested cost per 
delivered kw-hr—by raising power factor to 
near-unity. Have you checked recently to see 
how much extra system capacity you have that 
can be released by installing permanently con 
nected or switched capacitors? 





Apparatus Department, General Electric Com- 
pany, Schenectady 5, New York. 


GENERAL ELECTRIC 


407-30E 
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really 


what we 





make is time 


a 











Little blocks, say 2’’ x 4”’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424Farmers Bank Building 
Pittsburgh 22, Pennsylvania 


PITTSBURGH, 








Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25'. 


Q-Panels, 3" in depth with 11%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectural 
expression. 


PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Appraisat Company 
ORIGINAL CUS17 STUDIES ¢ VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTUN CHILALU MILWAUBLE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS. APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$2 Ford, Bacon & Davis 
RED) veavoms Engineers covtyeron 


NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 








GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORE LOS ANGELES 








GILBERT ASSOCIATES, Ivc. 








ENGINEERS POWER ENGINEERING SINCE 1906 . SPECIALISTS 
Steam. Electric, Ges Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research. Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reading New York Houston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 











HENKELS & McCOY 

















Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIKUTION CONTRACTOR Ss RIGHT OF Wars 
OVERHEAD UNDERGROUND PHILADELPHIA OHEMIOCAL CONTEOL 
COMSTECOTION MAINTENANCE TREW TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 

















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE . COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Tee Khuljfian GCyoriion 


ENGINEER S#* COm~sTrrucrTror s 


1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 


SPECIALISTS IN UTILITY, CHEMICAL, AND INDUSTRIAL FIELDS 
Washington, D.C. * St. Petersburg, Fla. * Rome * Calcutta * Caracos 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 











LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
80 FEDERAL STREET e=s BOSTON 10, MASS. 








CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 


ENGINEERS & 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utslities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 


Consulting Engineering 








80 BROAD STREET NEW YORK 4, N. Y. 
T & FRIEL, INC. 
" aaeeie S. FRIEL BLACK & VEATCH 
c iting Engl . CONSULTING ENGINEERS 





Water. Sewage and industrial Waste Problems —- _—~, -- *, am. 


Airfields, Retuse incinerators. industrial Buildings 
City Planning. Reports, Valuations, Laboratory struction of Public tility Properties 
4706 BROADWAY KANSAS CITY, MO. 











121 SOUTH BROAD STREET PHILADELPHIA 7 
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PROFESSIONAL DIRECTORY ‘concluded) 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN II.DIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 
910 Electric Building 


Indianapolis, Ind. 


LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., CHicaco 








ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Aporaisals 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


A. S. SCHULMAN ELEctTRrRIC Co. 
Electrical Contracting Engineers 
TRANSMISSION LiINBS—UNDERGROUND DistRrI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHicaco 














W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y¥. 
Tel. Digby 4-1910 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadeiphia 2, Pa. 
Tel. Rittenhouse 6-3037 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





Testing Inspection Consulting 


Product Development & Research 


United States Testing Company, Inc. 


Hoboken, N. J. 
Boston + Chicago « Denver - Los Angeles 


Memphis - New York - Philadelphia - Woonsocket 








LARAMORE AND DOUGLASS, INC. 


CONSULT.NG ENGINEERS 
POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 








Organization and Procedural Studies 
ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street ° New York 5, N. Y. 
BOwling Green 9-5165 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortnicHtLy—It identifies your inquiry 











Public Utilities Fortnightly 





December 7, 1950 





INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
Albright & Friel, Inc., Engineers .........+++0- 38 
American Appraisal Company, The ........-.+ 36 
B 
*Babcock & Wilcox Company, The ..........+.+. 
*Baxkers Trust Company ........--+-seeeeeees 
Barber Gas Burner Company, The ..Inside Front Cover 
Bituminous Coal Institute ........ Inside Back Cover 
Black & Veatch, Consulting Engineers .. ° 


Blaw-Knox Division of Blaw-Knox Co. 









CEE s WN. Sntcecescsenccsesccences as 

c 
Carter, Earl L., Consulti Engineer ........-.. 39 
Cleveland Trencher Co., The ......ceeeeeeee8 ”? 
*Cochrane Corporation .........seseeeeeeeeee 
Columbia Gas System, Inc. .....-+++---eeee 27 
*Combustion Engineering—Superheater, Inc. .... 

i) 

Day & Zimmermann, Inc., Engineers ............ 36 
Dodge Division of Chrysler Corp. ..........++- . & 
E 
Ebasco Services, Incorporated ............+++. 21 
Electric Storage Battery an agg TRE ccccccee 23 
Electrical Testing Laboratories, Inc. .......... 36 
Biilett Company occcccccccccccccccccccccccccs 24 
£ 

*First Boston Corporation, The ...........+++. 
Ford, Bacon & Davis, Inc., Engineers .......... 36 
Foster Wheeler Corporation ...........+++++. 30-31 
G 
Gannett Fleming Corddry and Carpenter, Inc. .. 39 
General Electric Company .........5eeseeeeee- 34 
GMC Truck and Coach Division ......... coe 20 
Gibbs & Hill, Inc., C iting Engineers ........ 36 
Gibson, A. C., Company, Inc. ......... eee 25 
Gilbert Associates, Inc., Engineers ..... 36 
Gilman, W. C., & Company, Enginecrs .. oo OF 
Grinnell Company, Inc. .......cccceecccceeees W 
H 
Hansell, Sven B., Consulting Actuary .......... 39 
Henkels & McCoy, Contractors ............++. 37 
See, Grows Gi, GHOSTS ccccccccccccccccccse 37 
Hoosier Engineering Company ............-.++- 37 
i] 
International Business Machines Corporation ... 33 
International Harvester Company, Inc. ........ 15 
Irving Trust Company .........ceseceesccceces 7 


Professional Directory 


*Fortnightly advertisers not in this issue. 






J 
Jackson & Moreland, Engineers ...... eocccece 39 
Jensen, Bowen & Farrell, Engineers ............ 37 
. 
ten, Cratate B Ga. ccccccccsvsccccescveces 20 
Sh, UW Oh. vcccccrcncssnciecesentoceseces 18 
*Kinnear Manufacturing Company, The ........ 
Kuljian Corporation, The, Engineers ........... 37 
L 
*Langlcy, W. C., & Company .......... 


Laramore and Douglass, Inc., Engine-rs .. 
Lazarus, Arthur, Maragement Consultant 






Leffler, William'S., Engineers .......... . 3 
Loeb and Eames, Engineers ........... . - 
Lougee, N. A., & Company, Engineers . - 38 
Lucas & Luick, Engineers ............. coo 
MM 
Main, Chas, T., Inc., Engineers ...........++- 38 
Mercoid Corporation, The ...... Outside Back Cover 
*Merrill Lynch, Pierce, Fenner & Beane ........ 
*Morgan, Stanley GSOo cocccccccccsccccccecs 
N 


New York Society of Security Analysts, Inc. .. 22 
Newport News Shipbuilding & Dry Dock Co. ... 13 





P 
DE DNR, Bis 916.00 0:0000400866K0ss0see 26 
Pioneer Service & Engineering Company ...... 38 
2 
Recording & Statistical Corp. coe 9 
Remington Rand Inc. .......... wee 45 
Robertson, H. H., Company 3 
s 
Sanderson & Porter, Engineers ............05+ 38 
Sargent & Lundy, Engineers ...........2eee00% 38 
Schulman, A. S., Electric Co., Engineers ...... 39 
Slater-Byrne Management Associates .......... 39 
Sloan, Cook & Lowe, Consulting Engineers ...... 39 
*Southern Coal Company, Inc. .........+2ee05 
*Springfield Boiler Company ............2s-00% 
U 
Union Securiti-s Corporation ...........esses- 28 
United States Testing Co., Inc. .........eeeeees 39 
w 
Westcott & Mapes, Inc., Engineers ............ 39 


White, J. G., Engineering Corporation, The ... 38 




















cove 39 
eos 37 


cae 


ese 37 


os 38 
k Cover 


peer 


eee 3 


coe 
joo 38 


ioe, 
oon 45 
a) 


ooo B 
coe 


ae 












& 


* 





Photo by Eugene Friduss taken at Aberdeen Proving Ground. 


Supplying both the civilian and military needs 
of this “nation on wheels” ealls for the stagger- 
ng total of 76 million tires a year! And they 
range from “pint-size” tires for your automo- 
bile to huge, heavy-treaded shoes for the tank- 
hauling Army truck in this photograph. 


Making all this tough, long-wearing rubber 
both synthetic and natural—takes plenty of 
low-cost heat and power. And most of that 
heat and power is produced from coal. Tire 
manufacture alone will take almost two mil- 
lion tons of coal this vear. 


The rubber industry and other vital defense 
industries, such as steel, railroads, chemicals 
and public utilities, need and get coals of par- 
ticular kinds and grades. To supply them—and 
all coal customers—with a constantly improved 
product, the nation’s progressive coal operators 
have built huge, modern coal preparation 
piants. The result? Increasingly more heat 
and more power from each ton of coal! 


Yes, when it comes to meeting today’s demands 
for fuel, coal is in a class by itself. For, alone 
among fuels, coal is available in virtually 
limitless quantities. And, thanks to enormous 
investments in new mine properties, research 
and mechanized equipment, the coal industry is 
better prepared right now than at any time 
in history to meet the increased demands of 
national defense! 


Business-managed coal companies, using pri- 
vate capital in the time-tested American way, 
have breught this country’s coal industry to 
the highest peak of productive capacity the 
world has ever seen. Granted a continuing sup- 
ply of essential equipment, transportation, and 
the full use of its trained, skilled man power, 
the industry will produce all the coal the na- 
tion may need—in peace ... or in war. 


BITUMINOUS a» COAL 


BITUMINOUS COAL INSTITUTE 
A DepartTMENT OF NaATIONat Coat AssoeiaTion - 
WASHINGTON, D. Cc. 





* a eS 
a 


zs 


= 


‘MERC on 


CONTROLS 


ou cen always count o 
their fine engineerin 
to give very dependable ole 
service for along tim 

: They are builiey: to la 


THE MERCOID COR OR: AL i 
4201 BELMONT AVE. CHIC: ial 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) | 





XUM 


